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Latest process for hydrogen peroxide 


A new nylon for textiles The luster of chrome . thanks to Benetton 


how are they ALL] — [D 


There’s only one fundamental answer to that question: 
Each picture you see portrays some aspect of Allied Chemical . .. suggests ie 
broad range of its products, its plants, and progress made during the year | 
seven integrated divisions with 30,000 employees. 
The complete story, of course, could fill a book — and does. 
Our 1954 Annual Report covers a full year at Allied — points to some 1 w 
developments such as — 
National Aniline’s brand new center at Hopewell, Va., for the productio: 
of Allied Chemical Nylon, Plaskon nylon resins and other new chemicals. 

A 100% increase in General Chemical’s output of Genetrons — 

the organic fluorines that make aerosol propellants, refrigerants. 


The addition of Mutual Chemical Company — the country’s 
oldest and yet most modern when it comes to chrome chemicals. 
Barrett's exceptionally pure phenol and its parade of 
plastics for other industries. 
Hydrogen peroxide, the upcoming product of the Solvay Process Division. 
Improved A-C Polyethylene through Semet-Solvay Division’s discoveries. 
Further expansion at Hopewell, Va., and other locations by Nitrogen 
Division—already the world’s foremost supplier of fixed nitrogen. 
And the new research facilities which provide every division with its own 
modern laboratory and research staff. 
AND FINANCIAL HIGHLIGHTS ? 
@ Total sales and other income — $538 million 
Net earnings — $43 million — $4.80 a share 
Total expenditures — new plants and equipment — $94 million 
Research & Development — $15 million 
Dividends quarterly for 34 years — $3.00 a year in 1954 — 
to approximately 29,000 stockholders 


y 


The Annual Meeting of 
Stockholders will be held at 
61 Broadway, New York City, 
Monday, April 25, 1955 


There’s more in the report. 

If you have an interest in Chemicals 
—or a company that makes them 
—write for our Annual Report. 






All Stockholders are 
cordially invited to attend. 


ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 6, N. Y. 


. “Chemicals Vital To American Progress’ 
llied 


Barrett General Chemical Mutual Chemica 
National Aniline Nitrogen 
Semet-Solvay Solvay Process 
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Southern California 
3 Edison Company 
DIVIDENDS 


YM) The Board of Directors has 
‘4 authorized the payment of the 
§ following quarterly dividends: 


»4 Payable March 31, 1955 
: to stockholders of record 
g March 5: 

> ORIGINAL PREFERRED STOCK 

2 Dividend No. 183 

; 50 cents per share. 

»4 CUMULATIVE PREFERRED STOCK, 
»4 4.32% SERIES 

4 Dividend No. 32 

\ 27 cents per share. 


> ee 

? Payable April 30, 1955 
¢ to stockholders of record 
¢@ «= April 5: 

4 COMMON STOCK 

p’ Dividend No. 181 

’ 60 cents per share. 

» PREFERENCE STOCK, 

»4 4.48% CONVERTIBLE SERIES 

} Dividend No. 32 

» 4 28 cents per share. 

+4 PREFERENCE STOCK, 

g > pi SERIES 

4 ividend No. 28 

¢ 2812 cents per share. 

» 4 aes 

»4 Payable May 31, 1955 
] to stockholders of record 


( 
‘ May 5: 

> CUMULATIVE PREFERRED STOCK, 
rf 4.08% SERIES 


> Dividend No. 21 

? 25/2 cents per share. 

‘ CUMULATIVE PREFERRED STOCK, 
» 4.88% SERIES 

5 Dividend No. 30 

»4 3012 cents per share. 


? Payable June 30, 1955 
1) to stockholders of record 


¢ June 5: 

> ORIGINAL PREFERRED STOCK 

> Dividend No. 184 

’ 60 cents per share. 

»¢ CUMULATIVE PREFERRED STOCK, 
4 4.32% SERIES 

»4 Dividend No. 33 

»4 27 cents per share. 


4 Checks for the above dividends 
§ will be mailed from the Com- 
4 pany’s office in Los Angeles on 
if the respective payable dates in- 
Y dicated. 

¢ P.C, HALE, Treasurer 


4 February 18, 1955 
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: Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable April 15, 1955, to stock- 
holders of record March 11, 1955. 

EMERY N. LEONARD 

Secretary and Treasurer 
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NO OBSTACLE TOO GREAT. Signal Corps men tune in a new military communications system combining land lines and radio. 
Map shows how radio is used to jump across a swamp and a deep ravine, both difficult to cross quickly by land line. 
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A Leapfrog Telephone System 


for the Armed Forces 


The Bell System now is producing for the military a telephone 
system that will go anywhere communications are needed. When 
water or rough terrain prevents the stringing of wire, it takes to the 
air. Thus vital contact for our Armed Forces—no matter where 
they may be located—is assured. 


When Signal Corps linemen encounter geographical obstacles, 
they now can easily erect a portable antenna. This connects land 
lines by radio links, which leapfrog the trouble area. 


This rugged communications system was developed for the 
U. S. Signal Corps by the Bell Telephone Laboratories. It has a 
ig ps by 
1000-mile range and can carry as many as 12 voices at once. 


Uninterrupted flow of information is an important tactical 
weapon for today’s Armed Forces. The Bell System works closely 
with the nation’s military forces in developing and providing the 
most complete and modern communications in the world. 









BELL TELEPHONE SYSTEM 





AMPLIFIERS like this can be used on a pole or the 
ground and even will work under water. Although the 
system is lighter and more portable than any used 
previously, transmission quality is unusually good. 
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Economics 


THE “COALITION” HITS A SNAG... The tart words 
exchanged between President Eisenhower and 
Speaker Rayburn on the subject of taxes seems to be 
asign that on questions of domestic policy the coali- 
tion of Republican and Democratic members of Con- 
gress is about to come apart at the seams. The Presi- 
dent, however, is probably justified in expecting 
continuation of Democratic support on his main line 
of foreign policy though he may have trouble on 
details even here. 

Possibly, it was too optimistic to hope that with 
anational election campaign about to get under way, 
the infant coalition which was born in the beginning 
of the present Congressional session, would survive. 
The President is not only already running into diffi- 
culties with the Democratic opposition on taxes but 
his hopes may also be dimmed on his $101 billion 
road-building program and on his school building 
program. Enemy knives are being sharpened for the 
approaching political battle and, judging from the 
tone of some recent attacks on the President, he may 
not be as immune as anticipated to political attack 
though it is doubtful that the Democratic politicians 
would risk a personal attack. 
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Foreign Affairs (a Politics : 


Industry 
Business 


The Trend of Events 


squabbling sessions of Congress which so often in 
the past have limited constructive legislative action. 


ATOMIC WEAPONS AND WORLD PEACE... The mag- 
nitude of the destruction made possible by the hydro- 
gen bomb has been graphically revealed by the 
Atomic Energy Commission in a special report 
designed (1) to acquaint Americans more fully than 
they have been permitted to previously with the 
awful potency of the new weapon and (2) to offer 
suggestions as to how citizens may best protect them- 
selves in the event of an atomic attack. 

It would seem that mankind has finally arrived at 
a point where it can destroy itself. According to the 
AEC report, it now has the means to do so. The great 
problem is whether it can muster the wisdom to 
prevent this final cataclysm. 

In reality, the alternatives are quite simple: one 
is to find the way to peace; the other is to drift into 
a war which can end the human race. In the face of 
this grim threat to existence, all other considerations 
which divide the world become relatively less sig- 
nificant. This applies with as much force to the gov- 
ernment and peoples behind the Iron Curtain as it 

does to the free world, for one 





From the above, it appears 
that those who were hopeful 
enough to believe that politi- 
clans operating in their nor- 
mal manner could put national 
need—except in the most dire 
circumstances — above politi- 
cal considerations are about to 
be disappointed once more. 
This means that we may be 
about to witness another of 
those interminably long and 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


common denominator does 
bind all the peoples on earth, 
regardless of their political or 
economic systems, and that is 
the elemental desire to live. 
Since we are equally men- 
aced by the new engines of 
destruction, the first duty of 
all governments is to find at 
least a minimum basis where- 
by the nations can live together 











Livarnmens, FINANCIAL and INVESTMENT COUNSELLORS: : 1907—“Over Forty-seven Years of Service”—19565 








MARCH 5, 1955 








679 








without war for global war under modern conditions 
has become a crime against all humanity. But, for 
this first essential step toward peace, all the peoples 
must fully understand the dangers of atomic war. 
For this reason, the report of the Atomic Energy 
Commission is of the highest importance for it can 
serve not only to help Americans to better understand 
the dangers which face them but to explain to the 
peoples behind the Iron Curtain that they, too, face 
mortal peril. Perhaps, in the common human fear 
of this great danger, these oppressed people and even 
their harsh governments may come to realize that 
their monolithic systems would not be able to control 
the forces that would be let loose through atomic war. 
In this way, they may yet come to see that a common 
approach is needed to save themselves. 


No people on earth would be more heartened than 
the Americans if a genuine desire to cooperate for 
peace by the Soviet leaders came into evidence. As 
Secretary Dulles has said: “A responsible govern- 
ment in Moscow under moderate leadership will find 
this country prepared to negotiate all differences 
with Russia and to come to agreements that will make 
peace more secure.” 


Our government has tried its best to induce the 
Soviets to come to a workable agreement on the con- 
trol of the atomic weapon and has been entirely sin- 
cere in its proposals. It is now time for the Soviets 
to recognize this fact, to abandon its unreal and 
propogandistic tactics on this vital problem, to get 
down to earth and take the necessary steps, in con- 
cert with the other major Powers, to end the terrible 
threat of atomic warfare, once and for all. 


STOCK AND BOND YIELDS... One of the surest stand- 
ards of measurement of the broad movement of 
securities is the return on stock investments as com- 
pared with that on high-grade bonds. Over the very 
long term, yields on industrial common stocks — the 
most representative indicator — has averaged about 
1.6 times the average yield on high-grade corporate 
bonds. At the bottom of the market in autumn of 
1953, the ratio was about 1.83 times and now — after 
some 17 months of rise in the stock market — is 
about 1.5 times. It will be seen that the spread 
between stock and bond yields has narrowed some- 
what since the low point of the market in 1953 but 
is still within hailing distance of the long-term 
average. 

It may seem surprising that the relative position 
of stock and bond yields should have changed so 
moderately during a period of sharply rising stock 
prices but this has been due to the parallel develop- 
ment of rising dividends which obviously has 
increased the average return on common stocks. 
Assuming no sharp increase in money rates — in 
which case, the bond market should remain relatively 
stable with yields on these issues not much changed 
from the present — and a continuation of the gradu- 
ally rising dividend trend — the relative position of 
stock and bond yields is not likely to vary substan- 
tially from the present. However, if the rising divi- 
dend trend should level off or if stock prices rose very 
much higher, the spread between stock and bond 
yields would narrow to such an extent as to ulti- 
mately have an effect on stock investments. Insofar 
as the present ratio between stock and bond yields 


is concerned, there is not much cause for alarm mf 








historic grounds alone but a sharp contraction if 


this important index would be a signal to note. 









LABOR AND AUTOMATION ... Despite all the avai, 


expansion of automation in our plants and factorig 
will mean the eventual large-scale displacement of 
labor. We doubt very much, however, whether this 
position is taken by the worker himself. The fact js 
that the expansion of the use of automatic mechap. 
ism in mass-production plants has created a ney 
industry employing increasing tens of thousands, 

There is nothing new in this. The history of the 
United States in itself is an example of constant dis. 
placement of older products and techniques of pro. 
duction by newer, without at the same time displace. 
ing workers, except temporarily, from jobs, though, 
to be sure, their jobs may be different from the one 
they held prior to the change. 

The displacement of the horse-and-buggy by the 
automobile simply meant that the workers in the 
older industry moved over to the newer. Nobody lost 
a job. The heavy truck took over to a considerable 
extent from the freight car but there are more people 
working in the truck manufacturing industry even 
though less may be working in the freight car 
industry. In any event, the total employment in these 
two combined industries has not suffered any; quite 
the contrary. 

The airplane has taken away much business from 
the railroads and ships but there are a million or g0 
workers in this newer industry. In the not distant 
future, atomic energy will not only create new prod- 
ucts but entirely new industries, but this will pro- 
duce more work, not less. So it is with automation, 
which has sprung into being as a natural response 
to pressing economic need. 

The fact is that the freedom with which the United 
States discards its old products and equipment in 
favor of newer and better products and newer and 
more efficient production techniques is one of the 
strongest guarantees of our continued progress. No 
one is hurt in the process and, in the long run, every- 
one gains. 


able evidence, there are still some who believe th : 


REALISM IN ENFORCING “FAIR-TRADE” LAWS... For 
the first time since “fair-trade” laws were estab- 
lished, the Federal Trade Commission has laid down 
a policy with respect to sanctioning pricing-agree- 
ments by States that is in conformity with reality. 
The F.T.C. now takes the position that retailers 
should not seek relief from the agency against price 
cutting by “discount houses” but, either ignore state 
laws if they were not being enforced or, slash their 
own prices to meet the competition. 

Under the federal McGuire Act of 1952, state laws 
are specifically exempt from national anti-trust laws 
so that in the forty-two states which now have “fair- 
trade” laws, price fixing is permitted. In a number 
of states, however, these laws are not being enforced 
and, in fact, they are not enforceable in a competitive 
period which demands lower prices for consumers. 
The result is that many retailers who have believed 
that they could be protected under state “fair-trade” 
laws, find this to be an illusion as they come into 
direct competition with (Please turn to page 736) 
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By JOHN CORDELLI 


FOOD SHORTAGE — ACHILLES’ HEEL OF THE AGGRESSORS 


7. make the average American, reared in this 
land of plenty, comprehend fully the pressure of 
population abroad on the available food resources is 
almost as difficult as to describe an elephant to the 
proverbial blind man. Thanks to our resources and 
to an economic system that stimulates private enter- 
prise, the problem here has been one of too much 
food rather than too 
little. Few other coun- 
tries are as lucky. In fact, 
not much more than one 
third of the human race 
— Canada, Australia, 
New Zealand, South Af- 
rica, and some of the 
Western European and 
Latin American coun- 
tries—have enough capi- 
tal and land for the out- 
put of foodstuffs to keep 
abreast with the growth 
of their populations. The 
remaining two-thirds of 
the human race live at 
best in a marginal state, 
with a large proportion 
of population underfed, 
and in many cases at or 
near the starvation level. 

The chief root of the 
trouble has been the 
growth of population the 
world over, which, taken 
In relation to the avail- 
able land resources, holds 
ominous consequences for 
the future of our civili- 
zation if it continues un- 
solved. When the 20th 
Century opened, the pop- 
ulation of the world stood 
at about 1.6 billion. Fifty 
years later, in 1950, it 
was 2.4 billion, despite 
two intervening World 
Wars. Even if the rate of population slows down 
somewhat, there are expected to be some 3.2 billion 
humans by 1975 and over 4.2 billion by the year 
2,000, assuming that atomic weapons do not destroy 
the human race altogether. 

The food situation, bad enough in view of the 
population increase, has been made even worse dur- 
ing the last two decades by worldwide urbanization, 
and the determination of many countries to indus- 
trialize at any cost. Industrialiaztion has been a 
Magic word. It is supposed te solve unemployment, 
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THE COLLECTIVIZED FARMER IN THE DELL 





raise living standards, provide a short cut for back- 
ward countries to equality in arms and power with 
the already industrialized nations. While it may have 
for some countries, for many others industrialization 
has brought on a serious unbalance in the internal 
economy. In one country after another, higher wages 
attracted farm workers to the cities; there were, as 
a result, more city people 
to be fed, but food pro- 
duction fell off. The re- 
maining farmers became 
discouraged by price con- 
trols, imposed because 
food prices had to be kept 
low for the new city 
dwellers. Food produc- 
tion fell still lower. Food 
had to be imported, but 
this could be done only as 
long as foreign exchange 
lasted. Then a crisis fol- 
lowed, and, as we know 
from recent history, 
many countries, espe- 
cially in Latin America, 
had to slow down their 
industrialization and en- 
courage food output 
again in order to re-es- 
tablish a balance within 
their economies. 

The communist coun- 
tries have not been 
spared the upsets created 
by industrialization and 
urbanization. As a mat- 
ter of fact, the relation 
of food resources to pop- 
ulation behind the Iron 
and Bamboo Curtains is 
worse now than it has 
ever been. Take Russia. 
As Marshall McDuffie 
tells in his new book “‘The 
Red Carpet’, Russia’s 
urbanization has come a long way. There are in 
Siberia and Central Asia, cities of 100,000 to 250,000 
which are not on Western maps. Prior to the First 
World War, some 100 million people in the rural 
areas of old Russia had to feed some 30 million 
people in the cities. Now fewer than 100 million 
people in the rural areas of the Soviet Union have 
to feed an urban population of more than 100 mil- 
lion. But except for the output of potatoes and bread- 
grains, which lend themselves to mechanized culti- 
vation, progress has been (Please turn to page 736) 
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Market Becoming More Speculative 


On an over-all basis, the market has made little progress so far in 1955. At the same time 
it has become more speculative. The current tendency is moderately on the reactionary 
side. Serious decline appears improbable, but conservatism, close discrimination and 
emphasis on real values are increasingly essential in portfolio management. 


By A. T. 


4. general terms, here is the stock market 
picture: (1) the spectacularly-fast rise of November- 
December, 1954, was followed by a sizable reaction 
in the first half of January; (2) a subsequent up- 
swing took average stock prices to a new high, but 
the net gain to date over the early-January high 
amounted to only a relatively modest extension of 
the bull market; (3) the latest phase of advance 
was paced to a large extent, although by no means 
exclusively, by speculative stocks; (4) on the whole, 
despite some exceptions, blue-chip stocks, as par- 
tially represented by the Dow industrial average, 
have been more sluggish on the recent rise than in 
some time; (5) despite an increased speculative 
“flavor” in the market, trading volume shows some 


week. 
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over-all watering down of bullish enthusiasm, as 
compared with late December and early January; 
(6) the Dow industrial average has drifted mod. 
erately lower over the last fortnight from its latest 
peak, recorded February 11; (7) the rail and utility 
sections attained new bull-market highs on Febru. 
ary 23 and February 21, respectively, although only 
by relatively modest margins, and both turned 
easier under profit taking toward the end of last 


Pointing up the recent tendency of leadership to 
shift to secondary and speculative stocks, our weekly 
index of 100 low-priced stocks has had a maximum 
rise, up to this writing, of 7.4% since December 31, 
compared with 4.1% for the index of 100 high- 


priced stocks, and with 2.4% for the 
Dow industrial average. Although these 
differences may not seem great on 
superficial inspection, they become 
more significant when one notes that 
the net 1955 rise of the low-priced 
steck index so far is about 80% more 
than that of the index of 100 high- 
priced stocks, and 210% more than that 
of the Dow industrial average. 


Near-Term Possibilities 


These comparisons with December 
31 levels do not fully emphasize the re- 
duced upside momentum of the daily 
averages, for the closing 1954 level was 
materially bettered by a spurt, mainly 
in industrials in the first 1955 trading 
session, or that of January 3. From the 
latter point to the subsequent highs to 
date, the net additional rise of the in- 
dustrial average was slightly over 1%, 
that of the rail average a little over 
2%, that of the utility average less than 
4%. As noted heretofore, part of these 
small gains—indeed, the greater part 
of that for the industrial average—had 
been given up by the end of last week. 
The current performance is more sug- 
gestive of a further phase of restricted 
movement or a downside test over the 
near term than of broad and confident 
upward tendencies. 

Two additional points are worth not- 
ing. (1) Through most of 1954 and 
earlier, the rise in rails was paced by 
the better-grade dividend payers, 
THE 
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whereas its modest 1955 
extension to date has been 

to a_ significantly 
greater extent by specula- 
tive, lower-priced issues. 
(2) The small further 
rise in utilities has oc- 
wrred in the face of 
tighter money-market 
' onditions, appreciably re- 
ducing the spread _be- 
tween utility-stock yields 
and high-grade bond 
yields. Despite the mildly 
adverse money-market 
factor, utilities evidently 
appeal to conservative in- 
dividual investors (there 
has been at least some in- 
stitutional selling in the 
group) because they are 
far more stable than the 
average industrial or rail, | j35 
because yields are still | 
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upward trend of utility | *% 
earnings and dividends | ° 
can be projected with | * 
reasonable assurance for | 3 
an extended time to come. . 
Nevertheless, this section : 


mune to reaction, especi- 
cially should money rates 
harden further. 

Softness in the market in the last two trading 
sessions last week may be attributed partly to recent 
sharp decline in the London market, induced by the 
British Government’s anti-inflation tight-money 
policy, with the latter climaxed by a sharper-than- 
expected boost in the Bank of England discount rate 
from 314% to 414% on February 24. But, with the 
technical position of our market at least somewhat 
impaired, almost any sobering news could suffice as 
excuse for some easing. The London developments 
serve as a reminder that our authorities have moved 
from an aggressively stimulating monetary policy 
toa more “neutral” one, and are on guard against 
possible renewed boom tendencies in the market or 
development of inflationary tendencies in the 
economy. 

Otherwise, Britain’s vigorous anti-inflation policy 
has no great direct significance for us. It was dic- 
tated by the paradox of too much domestic pros- 
perity, resulting in full employment, imbalance in 
Import-export trade and foreign-exchanges prob- 
lems. In none of these three respects is our situation 
similar. So it is an open question whether our 
authorities will venture more positive credit con- 
trol moves. Probably not, if the stock market “‘be- 
haves itself”; and if our business revival does not 
get significantly more “boomy” than it has thus 
far. However, even the present mild policy will not 
preclude some modest further firming of interest 
tates, with proportionate bond market adjustment, 
since presently indicated total 1955 demands for 
long-term credit exceeds projected supply of loan- 
able investment funds. 
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The rate of rise in industrial production is less 
rapid, with the December and January gains of one 
point each for the Reserve Board index about half 
those shown in the two preceding months. Produc- 
tion has recovered about half of its 1953-1954 
shrinkage, and prospects for a full recovery this 
year cannot be considered positive at this time. Con- 
ditions in Spring will be more conclusive on this 
score. 

Sound Investment Policy 


We see no basis for serious market decline. Allow- 
ing for dynamic population growth, unprecedented 
technological progress, our people’s constant striv- 
ing for higher living standards, and the projected 
vast road-building and other public-works programs, 
we have high confidence in the long-run outlook for 
our economy. There is no argument against holding 
genuine long-pull investment positions in good 
stocks by people who know what they are doing, and 
who are willing to ride through interim market 
reversals. 

But bull markets do not run forever, or reach the 
sky; penalties must be paid for over-fast advance; 
and prudent people will take the shift to a more 
speculative market as a warning rather than an 
invitation. Those who are indiscriminately buying 
to “play the market” for more rise can easily get 
hurt. We recommend emphasis on real values, ade- 
quate conservatism, increasing discrimination in de- 
ciding which stocks you should buy or hold. 


—Monday, February 28 
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Will British Sale of U.S. Securities 
Affect Market? 






Announcement by the Chancellor of the Exchequer, R. A. Butler, that the 
British government was preparing to sell $15 million of dollar securities 
caught the financial markets by surprise. These securities are part of the 
holdings in 48 American corporations. The precise value is not known 
at this moment but at the last appraisal by the British Treasury in 1949, 
it was about $335 million. However, owing to the very sharp advance in 
the American securities markets since that time, the total value of these 
British-held securities must be well in excess of $500 million. This would 
make a very nice profit for the British government. 

In 1941, it put up the securities, taken over from private investors 
when the war broke out, as collateral for a $425 million loan from the 
Reconstruction Finance Corp. Of the funds made available, only $391 
million was borrowed. This loan was liquidated in 1951 and the dollar 


securities automatically released from pledge and returned to the British Treasury. 


The $15-million sale which will be made in the next few weeks is the first to disturb the original holdings, except 


for a small amount returned to their former owners when the Reconstruction Finance Corp. loan was paid off. The 
Chancellor has strongly intimated that while further sales would be made from time to time, the amounts offered 
will be moderate and, in any case, stretched over a considerable period of time. 


British investors and traders welcome the expansion of sale of American securities on the London Stock Exchange 


as they have been for years in extremely limited supply owing to the prevailing severe British exchange regulations. 
It has thus been all but impossible for Britishers to acquire American securities on the London Exchange. 


Despite the clarity of the British Chancellor's announcement there has been some apprehension among American 


investors that the American stock market might be unfavorably influenced by the forthcoming sale of British-held 
securities. On face, however, the amount involved — $15 million — is too small to have any appreciable effect. 
Although our own market was sympathetically, though slightly, affected by the decline on the London Stock Exchange 
on the occasion of the raising of the Bank of England's bank rate to 412%, the two markets are subject to entirely 
different conditions. Therefore, if stocks here should also decline materially, it would be due to circumstances 
which have little relation with current financial conditions in Britain. The action of stocks on the London Stock Ex- 
change does not appear in itself to be enough of a factor to cause concern to American investors. 


Our readers will undoubtedly be interested in the present holdings of American securities of the British gov- 


ernment. These are listed in the accompanying table. The actual amount and value of individual holdings is not 
yet available but it is understood the British Treasury will release these figures in several months. When they appear, 
we will promptly record them. 














British 


BONDS 


American & Foreign Power Co., Inc., 5 per 
cent gold debentures 2030. 

Atchison, Topeka & Santa Fe Railway 4 per 
cent general mortgage gold bonds 1995. 

Missouri Pacific Railroad 5 per cent first 
mortgage and refunding gold bonds 
series “F’ 1977. 

Pennsylvania Railroad 412 per cent consoli- 
dated mortgage gold bonds 1960. 

Southern Railway 612 per cent development 
and general mortgage gold bonds series 
“A” 19568. 


SHARES 


American Bakeries Co. common. 
American Cy id Co. ¢ 

American Natural Gas Co. common. 
American News Co. cap ‘tal stock. 
American Power & Light common. 
American Smelting & Refining common. 








American Tobacco Co. common. 

American Tobacco 6 per cent cumulative 
preferred. 

Anaconda Copper Mining Co. common. 

Atchison, Topeka & Santa Fe Railway 
common. 

Atlantic Refining Co. common. 

Blaw-Knox Co. capital stock. 

Chase National Bank of New York capital 
stock. 

Chrysler Corp. common. 

Clevite Corp. common. 

Coca-Cola Co. common. 

Columbia Gas System common. 

Congoleum-Nairn, Inc. common. 

Crucible Stee! 5 per cent cumulative con- 
vertible preferred stock. 

Electric Storage Battery common. 

Gimbel Bros. $4.50 cumulative preferred. 

International Harvester common. 

Liggett & Myers Tobacco common. 





Treasury Holdings of U. S. Securities 


Lorillard (P.) Co. common. 

Macy (R. H.) & Co. common. 
Marlin-Rockwell Corp. common. 

Mead Joh & Co. ¢ 

Ohio Oil Co. common. 

Pennsylvania Power & Light common. 
Portland Gas & Coke Co. common. 
Procter and Gamble common. 

Servel, Inc. common. 

Southern Jersey Gas Co. common. 
Southern Co. common. 

Starrett (L. S.) Co. common. 

Texas Gulf Sulphur Co. capital stock. 
Union Bag & Paper Corp. capital stock. 
Union Electric of Missouri common. 
Vick Chemical capital stock. 
Westinghouse Air Brake capital stock. 
Worthington Corp. common. 

Wrigley (Wm.) Jr. Co. capital stock. 
Youngstown Sheet & Tube common. 
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(Editor’s Note: In a life-and-death struggle with 
the Soviet Empire to prove whether communism or 
afree economy system can win the allegiance of the 
still uncommitted part of the world, with its teem- 
ing hundreds of millions of human beings, nothing 
can be more important than to determine how effec- 
tively the American economy works today. In the 
past, we have been admittedly subject to severe 
changes in the business cycle, from “boom” to “bust.” 
Have we left that highly uncertain period behind us 
for good? Have we learned how to use the economic 
tools at our disposal? How true is it that the old- 
fashioned business cycle has been, or is close to 
being, eliminated? 

Before we throw our hats up into the air on the 
theory that the business cycle has vanished, let us 
make sure that we have not thrown caution to the 
wind and, consequently, base all our hopes on a too 
extravagant view of future prospects. We should re- 
member that an entirely new factor has appeared 
which has had a profoundly dynamic influence on 
our economy. That is the movement of large sections 
of the population to new parts of the country, creat- 
ing new sites of industry and new centers of popu- 
lation and the development of new products, mar- 
kets and technologies. This has been the central 
factor. In many ways, this massive movement resem- 
bles the opening of our West with its highly stimu- 





lating effect. But, is this permanent, or is it a tem- 
porary phenomenon? Whether or not we return to 
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OLD-FASHIONED 
BUSINESS CYCLE 
STILL WITH US—BUT 


By HAROLD NICHOLSON 


the old-fashioned business cycle may depend in large 
measure to the answer to this question. 

In the meantime, we can observe how the major 
economic factors have operated in the past year and 
a half to halt what would have in former days clearly 
turned into a depression or something close to itt. 
This is most interestingly related in the following 
article.) 


ie businessmen, the year 1954 was a year of 
difficulties, but also a year of promise. It was, cer- 
tainly, a year of recession, and in many industries— 
among them steel, coal, railroads, textiles—there is 
no gainsaying the fact that operating levels fell 
significantly. Employment likewise declined signi- 
ficantly in these and other industries. Downward 
price pressures appeared in a number of major mar- 
kets. The key leading statistical indicators of reces- 
sion—such as new orders and backlogs in durables, 
industries, raw materials, prices, hours worked in 
factory employment, business failures—all were 
harbingers of serious recession ahead. 

And yet serious general recession never really ma- 
terialized. The widespread, cumulative collapse of 
markets that occurred in 1938, and much more vi- 
ciously in 1929-1932, was somehow short-circuited, 
and by mid-year decline had been converted into a 
plateau, and then into a healthy rise. 
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This is important news to business: it is, in fact, 
a matter of first importance to the nation at large, 
far outweighing any importance that might be at- 
tached to the fluctuation in profit rates over the year. 
For the 1954 experience of business argues very 
strongly that the dreaded business cycle is no longer 
the powerful destructive force it was in past decades. 
The evidence is not yet conclusive, and in no event 
does the 1954 record of business suggest that signi- 
ficant fluctuations in business markets are no longer 
possible. But it does suggest that henceforth appro- 
priate government policies... policies which by no 
means could be described as socialistic . . . will be 
sufficient to stop recession before it reaches depres- 
sion; to prevent mass unemployment; to forestall 
the collapse in capital values which is the last degree 
and worst effect of major depression. 

This is the record: In 1954, the American economy 
experienced a vicious combination of declines in sev- 
eral major areas of demand for goods and services. 
Demand for industrial and agricultural capital goods 
fell by $2 billion, or about 10%. Outlays of the Fed- 
eral government fell by $10 billion, or about 17%. 
On a year-to-year basis, consumer demand for dur- 
able goods fell only slightly, but from the peak of 
1953 to the trough of 1954, their decline amounted 
to almost 10%. For the first time in the postwar 
period, consumers were voluntarily restricting their 
borrowings on installment loans to about the amount 
which they were repaying, and the terrific impetus 
provided to business by steadily rising consumer 
debt suddenly vanished. 

; To top off this collection of recessionary tenden- 
cies, business was faced with an acute inventory 
overload, and by late in 1953 inventory policy was 


moved steadily and 
strongly sideways, as though no decline was occur- 
ring at all. Consumer incomes and their total ex- 
penditures for goods and services actually ended 
up higher in 1954 than in 1953, which is adequate 
testimony to the fact that consumer psychology 
never turned intensely bearish, as it had in previous 
recessions. The wage rate rose, as unemployment 
rose—an almost unique combination in American 
business history. And the total money supply, which 
usually declines seriously during recession as the 
credit structure contracts, actually expanded by $4 
billion. 

How account for this almost miraculous escape 
from the jaws of depression? How much of it was 
attributable to basic changes in the structure of 
United States business since the great prewar de- 
pression? How much of it was owing to deliberate, 
specific antidotes for recession designed and executed 
by the federal government in the course of the re- 
cession itself? How much of it was sheer luck, which 
may or may not be on our side the next time? 


The Change in the Economy 


The facts on these questions seem to be strongly 
reassuring. The nature of the U. S. business system 
has evidently changed dramatically, in the direction 
of less sensitivity to business cycle forces. And the 
federal government appears to have the knowledge, 
the tools, and the inclination to help avert serious 
recession by the application of specific remedies as 
recession threats appear. Luck, while doubtless pres- 
ent in some quantity, was not an important ingre 
dient in the 1954 experience. 

Since prewar years, there have been a number of 
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highly significant alterations in the American busi- 
ness scene which have worked in the direction of 
dampening and curbing the power of the American 
pusiness cycle, / 

Foremost among these is the swollen role of the 
United States government as a participant in eco- 
nomic activity, not so much in terms of production, 
put as a vast reservoir of demand for goods and 
grvices. In 1954, even after a prodigious decline 
in defense outlays, the federal government took 
about 15% of all national output; in 1929 its share 
was about 1%. The significance of this change is 
that government outlays are not influenced’ by the 
business cycle; that is, they do not tend to decline 
4s business conditions worsen. To put it otherwise, 
15% of total national business activity is now iso- 
lated completely from the business cycle, whereas 
only 1% was isolated in 1929. This sheltering of a 
gventh of all activity from the storm of recession 
has been a major element in dampening the total 
influence of recession. 

This is particularly true since government income 
is now more exposed to recession than it ever was 
before. Because of the very high level of federal 
tax rates on corporate profits and on marginal 
personal incomes, the shrinkage of the tax base that 
occurs during recession—as personal incomes and 
erporate profits decline—reduces tax receipts ex- 
tremely sharply, and thereby tends to drive the fed- 
eral government into a deficit position. This induced 
deficit automatically fights recession in the private 
sectors of the economy, because it amounts to a 
government absorption of the losses incurred in 
recession. For example, corporate profits fell by 
almost $6 billion between 1953 and 1954. Out of this 
decline, the decline in tax payments by corporations, 
even apart from any change in the tax rate, absorbed 
almost $3 billion: fully half of the fall in corporate 
profits was thus borne by the Federal government. 
In 1929, only about one-eighth of the decline would 
have appeared in government receipts; even as late 
as 1938, only one-sixth to one-fifth would have been 
absorbed by government. 

A second major change in the government area 
has been the growth of unemployment compensation 
programs operated by state governments, together 
with various federal aid programs such as the re- 
tirement and unemployment provisions of the rail- 
road programs, the veterans’ program, and, recently, 
the program for federal employees. The effect of this 
unemployment coverage is to maintain income in 
the face of rising unemployment. In 1954, fully one- 
third of the decline in personal income attributable 
to unemployment was offset by unemployment com- 
pensation payments, And it is worth noting that 
there is now a widespread trend in the direction of 
enlarging the coverage of ‘unemployment programs 
—about 25% of all workers are not yet covered— 
and increasing their benefits. 

The Old Age and Survivors’ Insurance program 
—the so-called Social Security Program—operates 
in the same direction. As recession deepens, large 
ntumbers of persons who are continuing to work 
beyond the 65-year retirement benefit age of the 
OASI program become unemployed, and become 
eligible for their retirement income. In the future, 
this program, too, is likely to grow increasingly 
Important, as is the pension fund movement among 
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private industries. 
Thirdly, the monetary and financial structure of 
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the nation and its component sectors is now vastly 
stronger than it was two decades ago. The outpour- 
ing of new federal funds during World War II has 
worked its way permanently into our money supply. 
As a result, the personal sector of the economy 
now has about $225 billion in personal holdings of 
liquid assets: currency, demand deposits, time de- 
posits, saving and loan shares, and U. S. Govern- 
ment securities. And these figures exclude huge 
personal equities in insurance—80% of American 
families now have some life insurance—in real prop- 
erty, in corporate securities, in municipal securities. 
Including all of these categories, and subtracting 
the personal debt of American families, the total net 
wealth of the personal sector is now roughly $750 
billion! This figure dwarfs any previous level: it is 
roughly four times the level of 1939. 


It is true that these holdings have been somewhat 
deflated by rising prices, and it is also true that 
liquid asset holdings are highly concentrated in the 
top-third of the American income spectrum. Never- 
theless, they appear to be sufficiently large in amount, 
and sufficiently volatile, to make a direct contribution 
toward the stability of business. If personal incomes 
decline today, personal spending need not decline as 
immediately, or as sharply, since individuals can to 
some extent draw upon their liquid reserves, In this 
sense, the asset holdings operate much as unemploy- 
ment compensation: to break the close link between 
income and spending. (Please turn to page 722) 





GAINS FOR ALL BY 1960 IN A FULL ECONOMY 


PRODUCTIVE GROWTH 


OUTPUT PER MAN-HOUR FOR 
THE WHOLE ECONOMY 
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AGRICULTURAL PRODUCTION 
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Plant Expenditure 


Affects Dividend Policies 


By ARTHUR H. FERGUSON 


U. S. business is showing signs of stepping up its 
plans for expansion of manufacturing capacity this 
year, spurred by visions arising out of the current 
economic recovery. Although early indications were 
that there would be some slippage from the 1954 
levels, there are now signs that the decline in plant 
and equipment spending which started in the latter 
part of 1953 will be reversed. It is still too early to 
predict that new records will be set within the next 
year or two for these activities, but such a develop- 
ment cannot be ruled out. 

Whether or not the trend of business construction 
moves to new peaks, it is certain that corporations 
will be in the most comfortable financial position 
since the end of World War II to pay for these addi- 
tions without neglecting the needs of stockholders. 

A pause in expansion spending is likely between 
the time that the current round nears completion 
and when the decision is made to begin adding ca- 
pacity again. The extent of the business recovery 
and confidence in its stability will continue to be 
the principal factors to be weighed. Of course, no 
clear line of demarcation will ever be indicated for 
this movement for the action will be taken on an 
industry - by - industry, company - by - company and 
product-by-product basis. 

Regardless of the exact pattern which will be 
drawn for capital outlays, stockholders are expected 





to be treated favorably. Money 
generated by companies from de. 
preciation, other bookkeeping 
charges which are not cash ex. 
penses and from earnings will 
probably be considerably higher 
in 1955 than in any previous year. 
If expenditures for new plant 
and equipment are held down, 
corporations will be able to dis. 
tribute as dividends a larger 
share of net income than up to 
now. 


Trend Use of Dividend Increases 

If, on the other hand, spending 
programs are enlarged and some 
outside financing is needed, a 
dividend increase is often con- 
sidered prudent as a method of 
encouraging somewhat higher 
prices on outstanding shares in 
order to pave the way for more 
favorable equity financing terms. 
As the market moves higher and 
; average yields dip, the use of 
stock to raise funds for corporate purposes becomes 
more attractive. Concurrently, any increase in the 
amount of dividends paid on each share would be 
worth that much more when translated into price 
increments in line with the market’s more liberal 
valuation of stockholder disbursements. Therefore, 
it will be seen that this year more than ever divi- 
dend policies will be affected by changing trends 
in charges for depreciation and accelerated amorti- 
zation, which, in turn can have an effect on financing. 

Expenditures for plant and equipment for the first 
quarter of 1955 were estimated at an annual rate of 
$26 billion by the Securities and Exchange Commis- 
sion and the Department of Commerce compared 
with $26.7 billion of facilities put in place in 1954 
and a record total of $28.4 billion the preceding year. 
With the volume of new plans for expansion that 
have been announced recently, it is possible that the 
rate of spending will top the previous record within 
the next year. 


Stronger Outlook for Material Supply Companies 


Companies which supply materials used in cor- 
struction of plant and for modernization of facilities 
should receive important new orders for their serv- 
ices and products. Principal beneficiaries of an 
improvement in industrial construction would be 
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gmpanies that supply building equipment and ma- 
trials handling equipment. 


Effect of ‘Rapid Amortization” 


Building and expansion is getting easier and eas- 
ier for many companies to afford because of steadily 
rising depreciation charges. Accelerated amortiza- 
tion which permits corporations erecting facilities 
that can be used for defense purposes to write off 
a portion of the cost over a five-year period, even 
though the estimated “life” is much longer, has been 
rapidly increasing the amounts of depreciation 
charged each year as a cost before determining tax- 
able profits. That is because companies using rapid 
amortization have the benefit of tax postponement 
and while getting use of cash that does not show in 
the financial statement as net income. 

Chemical companies and aluminum producers 
have been among the heaviest users of accelerated 
amortization provisions of the Defense Production 
Act of 1950. Their earnings, consequently, are often 
reported as much less than the actual amount of 
“cash flow” generated by the business. 

Union Carbide and Carbon Corp., for example, had 
net income of only $89.7 million last year compared 
with net income of $124.1 million in 1950. Yet de- 
preciation charges of $93.7 million last year far 
exceeded the $32.7 million of five years earlier. This 
means that the giant chemical company had $183.4 
million of cash at its disposal in 1954 for payment of 
dividends, debt service and reinvestment in the 
business against $156.8 million in 1950. 

Looking at it another way, Union Carbide had de- 
preciation of almost $94 million in 1954, while plant 
and equipment outlays totaled $111.4 million. The 
company had to dig into retained earnings for only 
$17 million last year to help finance additions to 
property. 

This year, the differential between capital expen- 
ditures and depreciation charges for Union Carbide 
will be narrowed still further, with depreciation 
increasing to more than $100 million while plant and 
equipment spending holds at the $111 million level. 

A considerable influence in the ability of Union 
Carbide to almost cover property outlays with 
depreciation funds stems from accelerated amortiza- 
tion. The company reveals that facilities permitted 
under certificates of necessity since 1950 total about 
$288 million. The amounts of the cost charged off 
each year since 1951 have risen from $5.3 million in 
that year to $41.9 million in 1954. While normal 


depreciation for these facilities has moved from 
$2.0 million to $13.8 million in 1954, accelerated 
amortization permitted on top of these charges has 
increased from $3.4 million in the first year to $28 
million in 1954 and will rise to $33 million this year 
tapering back to $20 million by 1958 when it sud- 
denly ends. 


Other Examples 


Union Carbide is only one of many companies 
which have received rapid write-off grants from the 
Defense Production Administration. In the past four 
and a half years, since certificates of necessity have 
been used, about $35 billion of facilities have been 
covered by accelerated amortization grants. Since 
the program is reaching its fifth year of operation 
and the rate of new grants has been leveling, the 
annual charge for accelerated amortization nation- 
ally will probably reach its peak this year. Normal 
depreciation, though, should move upward steadily 
as a direct result of the new liberal provisions of the 
Revenue Code which permit amortization of a large 
part of the cost of new projects to be taken in 
the early years of useful life of newly purchased 
property. 

Normal depreciation charges would be growing 
rapidly even without the aid of more rapid write-offs 
because of the heavy levels of capital spending dur- 
ing the past several years. The combination of rec- 
ord expenditures with faster amortization has lifted 
the annual rate of depreciation to very high levels. 

Last year, for example, depreciation taken by all 
corporations amounted to more than $14 billion 
against total capital outlays of $26.7 billion. The dif- 
ference was made up by new financing and from 
retained earnings. As recently as 1951, when U. S. 
business spent $25.6 billion on plant and equipment, 
depreciation totaled only $8.7 billion. Industry in 
that year had to supply $16.9 billion of funds in 
addition to money generated by depreciation charges 
to pay for construction expenditures. 

A recent survey has revealed that a large percent- 
age of corporations plan to take advantage of faster 
write-off methods permitted by the new tax code 
but few will use the benefits to step up their capital 
spending programs. 

Although accelerated depreciation was written 
into the new tax code to stimulate expansion and 
modernization of plant and equipment, it has been 
found that nearly two-thirds of the companies which 
have changed their depreciation policy report that 
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the change will have no influence on their capital 
spending. Factors such as demand for products, 
advantages of technological improvements and the 
availability of cash are expected to remain the domi- 
nant considerations. 

The same study discovered that those companies 
which believe that accelerated depreciation will stim- 
ulate their capital expenditures expect to increase 
outlays for modernizing their plant and equipment 
rather than for expanding plant facilities. 


When Capital Improvement Programs 
Near Completion 


Republic Steel Corp. is one company which is 
starting to pay stockholders their reward for wait- 
ing while facilities were improved and capacity was 
increased. The company recently explained that it 
raised the dividend to a $5 annual rate from $4.50 
(after a 2-for-1 split) because of “substantial com- 
pletion of the capital improvement program, on the 
current and anticipated earnings and on the reduc- 
tion of debt service requirements.” It was indicated 
that further earnings gains could be followed by new 
dividend increases. 

General Electric Co., on the other hand, is a can- 
didate for a dividend increase because the company 
may come to market soon to raise funds for expan- 
sion through the sale of common stock. The company 
spent $158.8 million in 1954 for new property yet 
depreciation amounted to only $79.5 million. This 
was a major factor in the decline of working capital 
to $324 million at the end of 1954 from $370 million 
at the start of the year according to Ralph J. Cor- 
diner, president. 

With spending in 1955 planned to rise to about $165 
million, GE is a good prospect for financing soon. 
If sale of stock is decided as the best means to raise 





Ya, 






new funds, the company has net income well g 
the current dividend requirements and is in a po 
tion to first increase the dividend then later sell stg 
at the higher level established by the new yield. — 

Not all companies are in this enviable position, 
course. Scott Paper Co., for example, is considerj 
plans for permanent financing according to Thom 
B. McCabe, president. Plant and equipment expend 
tures of $36.4 million in 1954 compared with tot 
depreciation and depletion of $9 million. Expend. 
tures for 1955 will approximate those of last yegp 
yet depreciation will probably not rise sharply. (Qf 
last year’s net income of $18.8 million, Scott paiq 
$12.3 million as dividends on common shares leaving 
little room for increase without the danger of paying 
out too much. 

Investors looking for opportunities arising from 
the role played by plant and equipment spending 
programs would be warranted in examining the pos. 
sibilities of investing in corporations which supply 
the demand for plant and equipment. (Please se 
table for examples). 

The greatest promise is offered by companig 
which make products that can be used to cut costs 
such as material handling or electronics for automa 
tion. The emphasis on spending is expected to be on! 
improving efficiency at first although a sustained 
business boom might renew the desire by many busi, 
ness firms to expand their productive capacity. 















































































































Individual Company Beneficiaries V 
In the following, we present brief comments a’ 
several of the companies listed in the table that should 
especially benefit from plant and equipment expendi- 

tures: 
Blaw-Knox Co. Builds specialized equipment for 
many industries and for the Atomic Energy Commis- 
sion. The company in recent years has broad- 
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ened its lines and seems on the verge of a sub- 









stantial expansion in earning power, after | °J 
years of laying a broader corporate base. bill 
Combustion Engineering, Inc. One of the § ®°! 
two largest companies manufacturing steam | 1° 
generating equipment. While identified espe | “%¢ 
cially with the electric utility industry, Com- | 22! 
bustion Engineering also has a stake in the eas 
growing field of atomic energy. Enlarged Pa 
peacetime use for atomic energy is a potential ob’ 
factor of great importance as it will enable ea: 
this company to equip manufacturers with 
Ss the new type of equipment demanded. br 
S Ingersoll-Rand Co. One of the leaders in the } fa 
- field of manufacturing capital equipment. é 
S Company supplies practically all types of we 
= heavy industry including mining, roadbuild- Ww 
c ing and construction. fr 
oo Normally, the principal beneficiaries of a 
3 rising trend in capital expenditures would be fr 
7 the machine tool makers. However, what In 
hint seemed to have been a pause in new business al 
2 developed in the latter part of 1954. Recently, tc 
= there have been indications of a change in S( 
> trend but this is yet of moderate proportions. bu 
= The principal beneficiaries, therefore, for the 2 
s more immediate future are more likely to be ¢ 
Ss found among the materials-handling com- E 
ea panies and in the “automation” field. Among r 
companies in this field, not listed in the table q 
are: Mesta Machine; Joy Mfg.; Cutler-Ham- e 
mer and Link Belt. ¢ 
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pendent producers. As 
we shall see later, the 
present regulatory sit- 
uation in Washington 
threatens to interrupt 
the further progress 
of exploration for new 
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> ae since last summer. 
dl usy As the industry be- 
rae gan to complete its 
numerous pipe line 
\ projects, utilities dis- 
nts on covered a new way to 
should  . expand their earnings, 
pendi- — and this secondary 
By WARREN BEECHER program 1s now ac- 
nt for tively under way. 
mumis.- Since gas can be taken 
broad. 1] : out of the wells and 
a sub. atural gas utilities in the postwar period have sent through the pipe lines at an even rate through- 
after enjoyed enormous expansion, spending some $10 out the year, while much of the gas is sold locally 
ase. billion for new facilities. Many new areas in the during the winter months for house-heating, the 
of the § north are now served by pipe lines, and millions of utilities in the past have had to “dump” a good deal 
steam | house-heating customers are being converted from of gas in the summer—that is, sell it for boiler fuel 
espe- use of coal and oil. Only five states do not yet enjoy or for other interruptible industrial uses. Naturally 
Com- natural gas—Maine and Vermont in the far north- these dump sales were made at low prices. Now the 
'n the east, and Washington, Oregon and Idaho in the utilities find that by storing gas in the summer in 
arged Pacific northwest. The latter three states should old abandoned gas fields or oil fields (of which there 
ential obtain it within a year or so and probably the north- are many in the old Appalachian and smaller fields 
nable east after a somewhat longer interval. in the north) they can get a much better price for 
with Now Canada is entering the picture: plans to this extra gas by holding it for winter use. Com- 
bring gas from western Canada to Ontario have panies like Northern Illinois Gas should benefit con- 
n the faltered because of the tremendous distance. Eastern siderably by this program; perhaps in the future 
nent. Canada may be supplied by U. S. pipe lines, while eastern gas companies like Brooklyn Union and Long 
as of west Canada may send its gas to our Pacific north- Island Lighting can obtain corresponding benefits. 
uild- west—although the current plan is to bring up gas But the progress of the natural gas industry, in- 
from the south. sofar as stockholders’ benefits from the huge de- 
of a Thus the huge program of bringing natural gas velopment program are concerned, has been made 
Id be from the field to the consumer, which was initiated spotty and irregular due to recurring regulatory 
what in the 1920s—but lapsed during the depression ’30s_ difficulties. During the Truman regime, the Federal 
iness and the wartime years, has now been carried almost Power Commission was motivated by the New Deal 
ntly, to completion. The gas utility companies aided by philosophy of over-regulating the pipe lines in order 
e in some 5,000 independent gas producers (including to “protect” retail consumers, despite the fact that 
ions. most of the big oil companies) have discovered, over the state commissions are supposed to take care of 
> the 211 trillion cubic feet of proven gas reserves, suffi- retail rate regulation. This was evidently a short- 
0 be cient to supply consumers for perhaps twenty years. sighted policy, for although some consumers may 
om- But additional reserves will be needed in future to have benefitted for a time by cheaper rates, millions 
long meet the ever-increasing demand and provide ade- of customers who wanted house-heating probably 
able quate reserve capacity, and this requires continuous suffered unnecessary delays because FPC policies 
am- exploration and development work both by the utility discouraged the financing and building of necessary 
companies interested in production and by the inde- pipe line facilities. However, the utilities courageously 
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continued to plan for future expansion despite long 
delays in obtaining rate relief to compensate for the 
higher wholesale cost of gas. 

The coming of the Eisenhower Administration 
produced a big change for the better. The new Chair- 
man of the FPC, Mr. Kuykendall, proved more 
reasonable in his regulatory philosophy than his 
predecessor. Rate proceedings were speeded up, and 
somewhat larger pipe-line earnings were permitted 
due to abandonment of the New Deal theory of 
“bare bones” historical cost of money as the allow- 
able rate of return. 


Unexpected Riches 


The regulatory problem has been made immensely 
difficult, it must be admitted, by the rapid increase 
in the field cost of natural gas. In the early days, 
gas was considered almost a worthless by-product 
of oil production, and huge amounts were “flared,” 
lighting up many an oil landscape at night. As pipe 
lines began to take up the gas north, oil producers 
suddenly realized they had a valuable asset. Gas 
which originally sold for perhaps 5¢ per 1000 cu. ft. 
was marked up to two or three times that price. 
Thus the pipe lines and distributors had to ask con- 
sumers for higher rates, and state and Federal 
regulatory commissions almost broke down with the 
hundreds of rate cases which suddenly clogged their 
staff procedure. Consumers did not feel the full 
effects of the change at once, since higher field costs 
became effective only as long-term contracts by the 
pipe-lines came up for renewal, or as large new 
amounts of gas were required to meet the increasing 
demand. 

While rapid progress was made by the FPC under 
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its new Chairman in clearing up the big backlog ¥ 
rate cases which had accumulated due to the risiy 
price of gas in the field, a new problem soon appeargj 
on the horizon—the question of regulating the fie 
price itself. The move to regulate field prices ha 
had a curious history. It was really embedded in th 
Natural Gas Act of 1938 but the language of th 
law was controversial. Nothing was done about ip. 
plementing the act until New Dealer Leland Olj 
became Chairman of the FPC in the early postwy 
period. He assumed that the Act authorized the reg). 
lation of the field prices when the gas moved acroy 
state lines, and began to investigate the gas busines 
of Phillips Petroleum—primarily an oil company by 
the owner of some of the largest gas reserves. Con. 
gress then passed the Kerr Act, to plug the loophok 
in the law, but this was vetoed by President Truman, 
With Mr. Olds out of the FPC, however, the Con. 
mission again decided that it did not have adequate 
legal powers to do the job. 


The Fight on Regulation 


Nevertheless the fight continued underground, 
The state of Wisconsin had long been noted for radi- 
cal regulatory ideas and together with some othe 
large consumers the struggle continued in the courts, 
It dragged along for several years but finally resulted 
in a five-to-three decision of the Supreme Court last 
June. This definitely interpreted the Natural Ga 
Act as authorizing the regulation of field prices 
(though only of course where the gas goes to con- 
sumers outside the state where it was produced), 
The majority decision placed almost no limit on the 
application of the ruling. 

The FPC, already overburdened with rate regu- 
lation and other duties, did not welcome the job, but 
Chairman Kuykendall took steps to freeze field 
prices throughout the country until regulatory meth- 
ods could be worked out. In an address before the 
New York Society of Security Analysts, he indicated 
his preference for price regulation by entire produc- 
ing areas, rather than for each individual producer 
of which there are four or five thousands. 

The Commission also attacked the widespread 
policy of the industry of inserting escalator clauses 
in long-term sales contracts. Many of these centracts 
provided for regular increases in the field price of 
gas every five years or so, presumably to offset the 
rapidly rising costs of exploring and drilling for 
new gas reserves. Some contracts also had liberal 
provisions whereby if one producer raised his price 
all other producers in the same area could do like- 
wise. This was called the “favored nation clause” 





““Many of the natural gas companies have had 
a great deal of hard luck in recent years, due to 
severe regulation and warm winters. Stock- 
holders have not benefitted fully from the indus- 
try’s remarkable growth... If, as anticipated, 
the gas companies can now get a fair “break” 
on regulation... they should be able to “cash 
in” on future growth and from the economies 
made possible by summer storage, with result- 
ing favorable effect upon earnings, dividends 
and security prices.” 
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ick log iifrom the similar procedure in the case of interna- 
1€ risinMtional tariffs and trade. Moreover, in some cases 
PPeare— ontracts could be abrogated entirely if any regula- 
the fielifion of field price should develop. The FPC refused 









Mr. Ikard wants to “freeze” this decision into law. 

The FPC has decided not to give Congress its 
views on the whole matter until a specia] Cabinet 
committee headed by Defense Mobilizer Arthur 






































































































ices hail) recognize the latter provision, and litigation has Fleming makes its report public, which is expected 
in the jeveloped. in the near future. Meanwhile there has been a con- 
> of thf The SEC ordered hearings earlier this year and siderable amount of publicity over the issue. Gas 
Out inf invited producers to offer suggestions regarding the producers have pointed out that price-fixing of vir- 
nd Oli pest way to enforce the Act. Meanwhile the larger tually all other natural products (with the exception 
Postwar independent gas producers organized and started of milk) is unregulated. The Natural Gas and Oil 
ne regu, campaign to educate the public as to the issues Resources Committee has stated: “Literal applica- 
l Acros involved. Several bills similar to the old Kerr bill tion of the Natural Gas Act would place producers 
USines ff have already been introduced in the new Congress in the same category as public utilities, such as 
any but this year, including one sponsored by Rep. Ikard water, light and telephone companies, necessitate 
S. Conf (a Texas democrat) and one by Rep. Boggs. The Federal licensing of facilities —i.e., drilling rigs, 
oophok Ikard bill would also write into law the moot pipes, other installations—and lead to virtual con- 
Truman point that the FPC must allow the “fair field fiscation of independent producers. Most important 
e Com. price” as a legitimate cost yardstick for utilities is the fact that the Federal government is in a posi- 
lequate fio use in accounting for the cost of gas they them- tion, through price control of gas, to dominate pric- 
selves produce. The present FPC had allowed this ing of competitive fuels and can determine which 
in the celebrated Panhandle decision early in industries and which cities will use fuel... Regula- 
1954, although earlier the Commission had been _ tion will impede exploration for additional gas, dis- 
unwilling to do so. The Panhandle case had been courage interstate marketing of known gas reserves. 
r regarded as quite a victory for the utilities, hence Gas will be put to less (Please turn to page 724) 
round, ’ | 
Yr radi. 
> other 
) S + — 1 Y e 
al Statistical Summary of Natural Gas Companies 
rt last _ PIPE LINES (Some Production) Lo 
al Gas ———— Earnings Per Share — ——Dividends Per Share—————— Recent Div. Price Range 
prices 1952 1953 1954 1952 1953 1954 Price ‘Yield 1954-55 
‘0 CON- Bl! Mississippi River Fuel $357 $3.12 $2599 $220 $220 $2.40 56 4.2% 57\2- 37 
uced), Southern Natural Gas 1.97 2.06 1.89! 1.3242 1.40- 1.55 35 4.4 35%2- 28% 
on the T Gas Tr 1.85 1.65 1.30% 1.40 1.40 1.40 34 4.1 35 - 22% 
Texas Eastern Transmission v.11 1.33 1.24° 1.00 1.00 1.20 27 4.4 28%4- 1834 
r Texas Gas Transmission 1.14 1.59 1.163 1.00 1.00- 1.00- 23 4.3 24 - 16% 
b “ee Transcontinental Gas P. L. 1.24 1.81 1.523 35 1.40 1.40 29 4.1 30%4- 221% 
b, bu — poe nn | 
field +—Based on 1954 dividend. '_Actual. *—Plus stock. *—9 months. 
meth- 
re the ; INTEGRATED COMPANIES 
icated Earnings Per Share - Dividends Per Share Recent Div Price Range 
“odue- 1952 1953 1954 1952 1953 1954 Price Yield 1954-55 
ducer American Natural Gas $ 2.34 $ 3.48 $ 2.48" $ 1.80 $ 1.90 $ 2.00 49 4.0% 5072- 3934 
Colorado Interstate Gas 1.51 1.45 1.764 1.25 1.25 1.25 58 2.1 59 - 37% 
pread Columbia Gas System 83 73 1.091 90 90 90 16 5.6 167- 1256 
auses Consolidated Natural Gas 2.10 2.06 2.314 1.25 1.25 1.25 33 3.7 3634- 3312 
-racts El Paso Natural Gas 2.95 3.37 2.05% 1.60 1.602 2.00 43 46 4412- 35% 
: f Equitable Gas Co. 1.83 1.86 1.87% 1.30 1.3212 1.40 277 «5.1 28%%- 22% 
ice 0 Lone Star Gas 1.55 1.50 1.735 1.40 1.40 1.40 28 = «5.0 29%2- 23% | 
t the Montana-Dakota Utilities 94 95 1.355 90 90 90 31 2.9 32%2- 19 | 
x for National Fuel Gas 1.38 1.11 1.401 80 95 1.00 21 4.7 217%- 1558 | 
beral Northern Natural Gas 2.82 2.58 1.801 1.80 1.80 1.95 43 4.5 4534- 38 | 
. Oklahoma Natural Gas 1.39 86 1.62! 1.00 1.15 1.20 24 5.0 2412- 19 
price Panhandle East. Pipe Line 5.09 4.93 4.26! 2.502 2.50 2.50 73 «(3.4 8434- 67 
like- Peoples Gas Lt. & Coke 8.76 9.91 8.634 6.00 6.00 6.25 160 3.9 169 -13412 
1use” United Gas Corp. 1.56 1.99 1.494 1.06% 1.25 1.31% 34 3.8 3512- 2758 
+—Based on 1954 dividend 1_ Actual. “—Plus stock. 4—12 months November. '_9 months. “—12 months Sept. 
RETAIL DISTRIBUTORS 
Tel in rss. «ue sa ial weet octet ue i ee eee ee = 
to ———— Earnings Per Share ———Dividends Per Share — Recent Div. Price Range 
“i 1952 1953 1954 1952 1953 1954 Price Yieldt 1954-55 
1S@ Brooklyn Union Gas $ 1.79 $ 2.12 $ 2.501 $ 1.50 $ 1.50 $ 1.60 36 4.4% 3612- 26 
d Gas Service Co. 1.68 1.41 1.86! 93 25 3.7 26V4- 2234 
wd Laclede Gas Co. 92 98 851 37% 50 60 13 46 14%- 934 
c Northern Illinois Gas . 684 50 20 2.5 2134- 1534 
sh Pacific Lighting 2.48 2.00 2.381 1.50 1.62% 2.00 395.1 39%4- 3356 
25 United Gas Improvement 2.01 2.24 2.101 1.55 1.763 1.80 39 4.6 3958- 3312 
' Washington Gas Light ........ 2.51 2.10 3.031 1.65 1.80 1.80 40 4.5 40'2- 305% 
Is +—Based on 1954 dividend. 3—Plus 1 share Niag. Mohawk Pow. for each 10 shares held, and 
1— Actual. 1 share of Consumers Power for each 20 shares held. 
2—Plus stock. 4—9 months. 
= =— need _ 
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Ba OVER-BUILDING AND THE FHA 
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Mit she 


By “VERITAS” 


QUESTIONS will be asked, pointed ones heavily lay- 
ered with suspicion, but congressional committees 
will approve an FHA general mortgage insurance 
authorization with a $1.5 billion ceiling. Agency 
witnesses will be grilled as congress members search 





WASHINGTON SEES: 


One of Washington’s principal products, specu- 
lation, is at peak production with several large 
subjects and a few lesser ones feeding the 
machine: 

Russia: What is the meaning of the switches on 
the high command level? Here the speculation 
runs all the way from conclusion that Malenkov 
was ousted to make way for the military, under 
Marshal Zhukov with a get-tough war policy, and 
that Bulganin is only an expendible figurehead, 
to a belief that Zhukov and his generals have 
rebelled at the Kremlin’s program of committing 
the army to fight anybody, anywhere, any time, 
and insists on making the matches as well as 
fighting them from now on. 

Politics: Why the selection of San Francisco 
with all its problems of travel, communications 
problems, and loss of much radio-TV coverage 
for East Coast listeners-viewers? Here, one is told, 
is an obvious effort by Ike’s crowd to create GOP 
atmosphere on the West Coast where Oregon has 
lost one senate seat to a democrat, and a repub- 
lican-elected U.S. Senator has just switched to the 
democrats; also that the Ike people are taking 
the east for granted, want to strengthen the west, 
and then can afford to lose support in the con- 
servative midwest where party-men are talking of 
a third ticket. 

Congress: What is the significance of the hair’s- 
breadth Administration victory on the reciprocal 
trade agreements “gag rule.’—one vote margin? 
Was it a test of strength to fight White House 
legislation generally, or was it objection to the 
steamroller tactic outlawing bill amendments? It 
could be argued either way or, analytically, called 
indecisive on the point. 








for answer to the persistent inquiry whether over. 
building would be encouraged. The FHA experts say 
their “no” answer can be documented by facts and 
the records of experience. Congress will be asked to 
speed the bill to the White House, to be ready for the 
spring rush, the expected highpoint of a 1.3 million- 
unit year. 


POLITICAL effect of the pending CIO-AFL merger is 
being weighed by congressmen, many of whom are 
showing “curiosity,” rather than anxiety to make 
ready to cushion the impact of added pressures. That 
attitude springs from two causes: 1. Conviction that 
the problems of merger will so multiply when in- 
dorsement of affiliates is asked that the idea will be 
dropped—a belief of surprising acceptance; 2 Analy- 
sis of the things that each labor organization is 
fighting for shows no major division of objective, 
which means all the steam that is likely to be gener- 
ated by a united front, already is turned on. 


RUNDOWN of “demands” on congress show that the 
union lobbyists already were working side-by-side 
to defeat “right to work” legislation in the states 
and to wipe out the federal enabling act on which 
such statutes are built; against Universal Military 
Training; for a $1.25 minimum wage; for a 35-hour 
work-week ; for immediate tax cut on the low-income 
level; against a school-aid act of such financial limi- 
tations as proposed by Ike; for public operation of 
power and other natural resources; “liberalized” 
health and aid programs. With duplication of effort 
removed, some say less pressure might result. 


THIRD PARTY talk by Utah’s republican Governor 
Lee didn’t cause a ripple of excitement in GOP 
circles here. Even Senator McCarthy, openly critical 
of the Administration, brushed it off as impractical 
and unwise. And the President’s friends in his party 
appeared to welcome the development as the “break” 
needed to close their ranks behind Ike. They remem- 
bered Truman and the Dixiecrats, Roosevelt and 
the Wallaceites, Coolidge and the Farmer-Laborites. 
William Howard Taft and the Bull Moosers were a 
bit different: thay had a “TR.” 
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A new phase of the housing scandals investigation 














management. Under Republican Senator Homer Capehart, a 
Capitol Hill committee probed FHA with respect to 
operatons going back through democratic administration 
of the Act which made windfall profits possible. Very 


little of the agency's operations under the Eisenhower 


Administration were spotlighted and Senator John 
Go To Sparkman, Alabama democrat ,professes to see this as an 




























oversight that should be corrected, right away. Sparkman 
is about to set up a banking and currency subcommittee to 







do the job. He promises to take up where his colleague 


Press left off: the Eisenhower era. 


This legislative incident, which is not an 
isolated one, is a tipoff to "co-existence" as it is 
developing between the political parties. FHA, confident 
that the invitation to error, or graft, has been wiped out, 
is making its own probe and telling all. But Senator Sparkman believes, with some 
justification, that the GOP laid a heavy hand of chastisement upon the Truman-bossed 
- over. § agency, and he is out to prove that the republicans should not have cast stones. 
rts Say 
ts and Something quite similar is happening in the powerful senate interstate 
me commerce committee: Senator Warren G. Magnuson, Washington democrat, has Succeeded 
villion. Senator John Bricker, Ohio republican, in the chairmanship. This committee is the 
watchdog of all regulatory bodies in the federal government -- Communications Com- 
mission, Power Commission, Interstate Commerce Commission, Federal Trade Commission, 
ger is f to name some. Bricker, leading GOP conservative, has been critical of methods used 


m are § by the agencies in the New Deal-Fair Deal days. _Magnuson promises to turn the other 
7 face of the coin. He'll start off with FCC (which has laid itself over for a general 
n that drubbing, made lots of enemies) and will go on from there. No attempt seems to be 

n ine | Made to conduct the committee work on any other basis than "an answer to the 


rill be f republican claims." 































































































































naly- 
ye AFL affiliates could be excused if they harbor a belief that their Washington 
rhe, officers and economists could solve the problem of the national body economic if only 


cut loose on it. Typical of the material that is fed to rank-and-file dues-payers is 
the following from AFL NEWS: "Federal Government spending is likely to show a slight 
it the decrease this year, the increase in state and local government spending will not be 
-side ff sufficient to make up the difference, and spending for plant and equipment will be 
7 lower than in 1954. If the economy is to regain its health this year, if the jobless 
ewe are not to increase by another million, an increase must come in the only other means 
hour of national income: consumer spending. The means to action: Increase wages, strengthen 
-ome the unemployment system, enact a higher minimum wage, make the tax system more fair to 
limi- | people in the low and middle brackets, build new schools, hospitals, roads, houses." 


a? That's the AFL program! 


fort 

















The party professionals may think it's a bit early, the union politicos 
already have their eyes glued on the voting lists of 1956. Meetings have been held 
enor here: a 20-member National Planning Committee of the Machinists Union, selected to 
rOP represent locals and districts all across the country have returned to set up the 























ical organizations. It's the first session of labor political action committee character 
ical Since the November election, and the answer to the skin-tight victory of union-backed 
eh! democrats has been given: "We're satisfied and will be spurred by good results from 

a 


hard work in the November election." 




















em- 
te Focus of the machinists' will be the 32 states in which U.S. Senatorial 
og | Siections come up in 1956. Other "pac's" surely will fall in line, and it therefore 


is clear now that the unionists think they can get a friend in the White House by 
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controlling a large share of the senate fights. The war cry sounded by the National 
Planning Committee is hardly one to fire men with crusading zeal, or even to around 
passionate partisan quarrel. It's a Ben Franklin oldie, with which anybody can agree; 








nation flourish." 











Organized labor is unhappy over one aspect of the change in congress which 
put democrats in charge of major committees. They are outspoken in their belief that 
their causes lost out when Democratic Rep. Graham Barden, South Carolina democrat, 
displaced Republican Samuel K. McConnell of Pennsylvania, as chairman of the house 
labor committee. They have found Barden a critical cross-examiner of methods suggested 
by the unions to improve management-labor relations, and he has voted against many of 
the reforms they asked. Meanwhile, Rep. McConnell has been in labor's corner often, 


sometimes as the only GOP member. 




















Foes of President Eisenhower's military manpower cutback program are in fora 
fight and if they will anything it will be no more than a token victory. The arrayed 
forces are powerful: on the one hand there is respected democratic leadership behind 
insistence that it would be a dangerous thing to lay aside any guns under existing 
conditions; on the other there is a bi-partisan group which bows to Ike's acknowledged 
grasp of military needs, domestic and global, and who are willing to take him on faith 
on this one. 























Among the older members of congress, and particularly in the senate, there is 
a still-fresh memory of the FDR-Borah tangle over military needs. The story goes back 
to the period just after Hitler marched into Poland and President Roosevelt was 
peppering congress with demands for all-out industrial and manpower preparation for 
war. The late Senator William E. Borah of Idaho, a man of strong opinions and much 
respect on both sides of the political aisle pooh-poohed the talk of an armed conflict 








































































































and boasted his sources were superior to those of the White House and he gave it as his 
personal guaranty that there would be no shooting war. Many went along with his 
ideas -- to their later embarrassment. But even among the democrats today there is 
no suggestion that FDR had either the military or diplomatic knowledge which make up tries t 
General Eisenhower's career. petitic 
This 1 
There is time for changes before final decision is made. The military budget -. 
is $34 billion dollars, taking into consideration the manpower reductions. The 1, the | 
Selective Service Act has been extended beyong its 1955 expiration date and the Pen- rocal 
tagon feels scure on that point. On the other hand, the democrats say that's all the meast 
more reason for setting up a budget to utilize a huge pool of manpower should developing “ut ta 
events dictate. While those "in the know" concede Ike the right to respected leadership gee 
in this instance, there is the political aspect: cutting the military, both in terms of But 
manpower and taxpayer bene#ts, is always politically helpful. Except, of course, when ucts i 
the bombs are falling. end 
curta 
In the area of military matters it seems safe now to record as achieved, the into | 
prediction that universal military training would be ditched by the present congress. ee. 
UMT in one form or another has been up for a decade; this year, the President brought in ins 
an idea for brief actual service followed by long reserve affiliation. It was still of E 
UMT and on that basis seemed doomed from the start. The House armed services committee then 
wrote it out of the running when it uncoupled the draft law-plus-universal service port 
measure which the White House sent to the Hill. Selective Service was a cinch to be hee 
renewed; only gustion was for how long. If the link between the two could have been factc 
preserved, the President would have gained his point. A harder fight by those who help 
favored the long reserve plan might have carried the day, but the enthusiasm was expe 
lacking and the prevailing spirit seemed to be one of: settle for the draft, let the pean 
other portion wait for a separate bill. Now there are two separate bills -- the arb 
President's and one authored by a narmed services subcommittee. It wouldn't involve Men 
great hazard to predict neither will become law. othe 
vuln 
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= Competition 


Fes number and variety of American indus- 
tries that feel themselves threatened by keener com- 
petition from abroad seems to be growing steadily. 
This impression is unavoidable when one scans the 
briefs and testimonies presented before the House 
Ways and Means Committee in connection with H.R.- 
1, the bill now under consideration to extend the recip- 
rocal trade program for another three years. The 
measure would continue the President’s authority to 
cut tariffs by as much as 50 per cent in some cases. 
The slashes, however, would continue to be made only 
in return for trade concessions by other countries. 
But it is not only competition from foreign prod- 
ucts in the U.S. market that is forcing many indus- 
tries-some of them quite vital—to close plants or 
curtail production. Many of our industries have run 
into trouble in foreign markets as well, where no 
U.S. tariff protection is available. For many years 
U.S. exporters had a rather free hand in many of 
these markets, first because of the complete absence 
of European competition during the war years and 
then because Western Europe had few goods to ex- 
port in the immediate postwar years. Now, however, 
Western European producers are returning to world 
markets with a vengeance. Not only have European 
factories been rebuilt in many instances with the 
help of Marshall Aid, but in many cases American 
experts were deliberately sent out to teach the Euro- 
pean and the Japanese manufacturer how to produce 
more efficiently. 
_As will be seen, vulnerability to foreign competi- 
tion varies greatly from one U.S. industry to an- 
other. While it is difficult to generalize, the most 
vulnerable seem to be products that have high labor 
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Industries 
Facing 


Foreign 


By V. L. HOROTH 


content or whose production does not lend itself to 
mechanization. Most of the products facing competi- 
tion from imports may be classified as finished 
manufactures (which in recent years have accounted 
for about 18 per cent of our total imports) or manu- 
factured foodstuffs (about 8 per cent of the total). 
In recent years, total U.S. imports have averaged 
around $10 billion, but about half of this amount con- 
sists of crude materials for industry and crude 
foodstuffs for further processing. Most of the prod- 
ucts falling into these two categories have been duty 
free or else subject to quotas rather than tariffs. The 
only exception of commercial importance has been 
wool, which enjoys protection because of domestic 
price support policies. Another 25 per cent of our 
imports has consisted of semi-manufacturers, most 
of which also enjoy duty-free status. 


Limit on Oil Imports Asked 


The largest single competitive import product is 
crude petroleum, which comes chiefly from Ameri- 
can-owned producing companies in the Caribbean 
and Persian Gulf areas. Second in importance and 
related are our imports of fuel (residual) oil. Used 
primarily for generating steam, residual oil competes 
directly with coal; it has supplanted coal almost com- 
pletely as a fuel for steamships and has made deep 
inroads on coal use by railways and homes. Con- 
sumption of residual oil now runs ahead of domestic 
production, and some imports are necessary. 

Imports of all petroleum products cost us about 
$762 million in 1953 and nearly $800 million in 1954. 
Compared with the immediate postwar years, when 
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our petroleum imports averaged about 300,000 bar- 
rels a day, we now import about 1,200,000 barrels a 
day, and a further increase is expected in 1955. 
Petroleum imports create a problem for the inde- 
pendent producer, especially in Texas, who is forced 
to “shut in” production to keep the price from falling 
below a profitable level. According to the Independ- 
entent Petroleum Association of America, the “shut 
in” is keeping domestic output down by some 1,750,- 
000 barrels daily and is discouraging new drillings. 
The Association claims that new drillings are failing 
to reach the level of about 50,000 new wells a year 
said to be required if the national defense program 
and normal needs are to be met. 

As a solution to their problem, the independent 
producers are asking Congress to restrict imports to 
about 10 per cent of domestic demand. The coal 
industry is likewise pushing the plea, claiming that 
residual oil imports have resulted in a loss to coal 
of over $200 million a year. These groups also claim 
that too much dependence upon fuel oil imports is 
dangerous in wartime. The oil importers retort that 
losses to the coal industry have resulted not from oil 
imports but from new technological developments 
and from the failure of coal producers to adopt mod- 
ern methods of mining. They also point out that the 








These industries make all kinds of instruments esse, 
tial in war as well as in peace: range finders, fire. 
control, testing, measuring, diagnostic, and othe 
precision instruments, as well as mapping devicg 
and airplane observation domes. They employ up 
about 25,000 people, most of whom must be regarde 
as highly skilled and requiring long training. |p. 
volved are such companies as Bulova, Elgin, Wa). 
tham, Hamilton, and Gruen, making jeweled watches: 
General Time Instrument Corporation, E. Ingran 
Co., General Time Corp., and the New Haven Clock 
Co., making watches with movements containing 
pin-lever escapements; and such optical giants a 
Bausch & Lomb. 





More Foreign Machinery and Vehicles 


The pleas of the watch industry were answered by U 
raising the tariff on Swiss watches last summer, but 
the optics industry now feels endangered because of 
cut-throat competition by Japan and, to a lesser 
extent, by France and Germany in binoculars, tele. 
scopes, opera glasses, and school microscopes, all of 
which, because of their mass market, are regarded 
as “bread-and-butter” items, making possible the 












































production of other more specialized instruments for 
United States is depleting its petroleum reserves which the market is limited. In 1953, for example, 
faster than new discoveries warrant. While the Japan sold here some 140,000 microscopes, 260,000 
United States has some 25 per cent of the world’s prism binoculars, and over 3,000,000 opera glasses, 
remaining proven reserves of petroleum, we are imitation and real. Compared with the immediate 
currently producing more than half of the world’s postwar years, Bausch & Lomb’s share of the domes- 
oil. It will be up to Congress to find the solution that tic market for binoculars is reported to have shrunk 
would be fair to all industries involved and also sat- from about three-fourths to less than one-fifth. Here 
isfy the national interest. again is a problem: should an industry so vital to 
our national safety be sacrificed to freer trade? —_ 
National Interest and Instrument Industries Should tariff protection be increased or should the ian? 
industry be subsidized directly? nek 
The watch-making and the optics industries also Other “instrument” producers threatened by for | yyct 
claim increased protection as being vital to the na- eign competition, particularly if tariffs should be and { 
tional interest. The optics industry is relatively new, lowered, include: makers of music boxes, musical are i 
having been developed during the war years; prior instrument manufacturers, makers of fishing reels built 
to that, Germany dominated the market, helped by (France leading as an exporter), and makers of vani: 
. + . . . : ad : 
international cartels. The watch industry is older. cigarette lighters, who (Please turn to page 728) gene 
TI 
. have 
Principal Imports Competing with Domestic Products - 
oc 
(In Millions of Dollars) hee 
- Dur 
12Mo. 12Mo. 10Mo. 10 Mo. 12Mo. 12Mo. 10Mo. 10 Mo. Stre 
1952 195319531954 1952-1953, s«1953«*1954 lio 
nen cesetaiants - slig 
Petroleum Products 692 762 618 666 NO ETE RN RNERG oa aci i dese an ceSvees eh 159 172 147 153 this 
Crude Petroleum ...... .. 439 502 3231 3511 Fish, including Shell Fish....................... 181 194 162 178 a ( 
Residual Fuel Oil.......... ee 234 1461 1561 Frozen Tuna Fish ea 13 15 A 
Filleted Fish ee ie 24 25 y 
~cotg a and — ; « - Other Fresh or Frozen..................... 22 24 hav 
Telescopes, Microscopes ..................... 2 : a Edible Nuts & Preparations................... 49 55 45 39 in t 
Binoculars, Opera Glasses .............. 5 5 ; = Almonds, Filberts, Walnuts .......... 9 7 i\ 
industrial Machinery 126 130 109 101 PADEEOIN ET ort eer rie as 1 1 pri 
Typewriters, Calculating Machines 8 7 Cotton Manufactures. ...............000000000... 59 73 59 60 sell 
Grinding Machines ...............0000.0....... 36 27 Cotton Handkerchiefs 0.000.000... 5 6 J of | 
Metal Working Machines ................... 12 7 Cotton Gloves & Knitted Gloves!.... 4 4 : les: 
, < Wool Manufactures ..................... oie 98 83 74 ity 
——— Parts & Accessories... a 53 * * Leather Manufactures ...................... 21 26 21 22 tir 
a ge 8 17 the 
Motorcycles and Parts ................ 3 5 5 Glass Products Bec Arent redex cpctoeiteaccdcas. ane 30 26 22 
Convertors, Generators ................ 8 Clay & Clay Products............. . 45 46 39 41 SOI 
Imitation Jewelry ................ 5 6 Household Earthenware .... ie Ae 15 the 
ian 1 1 Household China ............ ssntsser i: ree are 
Iron & Steel Tubes : 59 50 Industrial Chemicals Rees 64 75 63 49 are 
; Z sig 
1_8 months. an 
Mi 
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Uncovering Profit Opportunities In 


200 LOW-PRICED STOCKS 
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PART I By J. C. CLIFFORD 


Y., recent months, low-priced stocks have 
shown an extraordinary degree of activity, a direct 
result of the markedly greater public speculation in 
stocks in evidence since the elections last November. 
Much of this speculation has been undiscriminating 
and the more inexperienced speculators apparently 
are ignoring the possibility that much of the profits 
built up in the poorer grade of low priced stocks can 
vanish swiftly should a major reaction develop in the 
general market. 

The extent to which low-priced stocks, as a group, 
have risen since the election is indicated by The 
Magazine of Wall Street’s index of 100 low-priced 
stocks which was then 262 but which has since risen 
steeply to 867 (mid-Februarv), a gain of about 55%. 
During the same period, The Magazine of Wall 
Street’s index of 100 high-priced stocks rose only 
slightly less than 20%. Measured 


find himself holding for years issues which he does 
not want. 

Under these conditions, it is obvious that the 
greatest possible care should be taken in the selec- 
tion of low-priced stocks. In order to assist those of 
our readers who maye be interested in this category, 
we have made a comprehensive survey of all stocks 
listed on the N. Y. Stock Exchange which sell at $25 
a share or under. There are just over 400 of these 
issues, and, of this number, we eliminated about 
200 as possessing little general interest or about 
which there is insufficient information. The balance, 
consisting of 200 stocks, have been rated according 
to their individual position and prospects. The first 
100 appears in this issue and the balance in the fol- 
lowing. An explanation of the “ratings” will be 
found below and it should be used by readers in con- 
nection with their study of the 
tables and comments on the 








this way, it will be seen that from 
a percentage standpoint, gains in 
low - priced stocks, on average, 
have substantially exceeded gains 
in the higher-priced issues. 

Most of the activity in low- 
priced stocks has been in issues 
selling at under $10 a share, many 
of them selling at $5 a share or 
less. As we have pointed out many 
times in the past, speculation in 
these issues may pay off hand- 
somely on a percentage basis but 
the “joker” is that unless profits 
are accepted when available, they 
are likely to vanish at the first 
sign of a major market reaction 





Explanation of Rating 


A—Best of group from standpoint 
of past record in industry; 
financial position; earnings 
and dividend outlook. 

B — Uneven past record but recent 
improvement indicates possi- 
bility of a turn for the better. 
More speculative in quality 
than stocks in “A” but may 
be held pending further mar- 
ket recovery. 

C—Stock relatively unattractive 
on basis of past poor record. 


stocks. 

In our appraisal of the pros- 
pects for these stocks, we have 
subjected each to the test of in- 
herent earnings capacity and po- 
tentials, particularly from the 
viewpoint of whether the more 
immediate outlook justifies a fa- 
vorable rating. We have, however, 
in no way been concerned, in this 
appraisal, with short-term specu- 
lative objectives or the surface 
“technical position,” but specifi- 
cally with fundamentals such as: 
relative position in industry; out- 
look for industry; financial con- 

(Please turn to page 724) 














and, in that case, the investor may 
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iieaedaniin a 
| 200 Low-Priced Stocks — Section I | 
Capitalization Estimated | 
Long Preferred Common Net Earnings Div. 
Term Stock Stock Working Per Per | 
Debt (Thous. (Mil. of Capital Share Share Price Range Recent 
(Mil.) of Shares) Shares) (Mil.) 1954 1954 1954-55 Price Rating COMMENTS 

Avco Mfg. .... . $ 30.5 144 89 $808 $ 371 $ .10 7V4- 45 7 B Recovery in consumer goods demand and 
rise in installment financing promise to | 
spur sales of major products. | 

Cudahy Packing 13.0 100 15 15.9 (d)4.941 734- 45 7 C_ Rising take-home pay should boost con. | 
sumption of meat produc's; large carry. | 
forward tax credits will temporarily aid 
earnings. Quite speculative. 

Rexall Drug 24.6 3.5 44.8 75 .20 87%- 6 8 C Emphasis on_ self-service merchandising 
and concentration of efforts on larger out- 
lets promise to hold down costs. 

Servel 3.7 46 17 11.7. (d)4.741 Ws- 6% 7 C_ Keen competition in air-conditioning and 
in appliances presents serious handicap on 
earnings, but improvement seems possible, 

Seiberling Rubber...... 3.0 44 4 10.9 35 30 =610%- 7% 9 C Advantages in large volume from original 
equipment users give major tire producers 
competitive edge in sales and earnings. 

Firth Carpet 2.5 9 6 6.6 10 40 1034- 712 10 CC  Cont‘nued high rate of residential construc. 
tion should benefit carpet producers, but 
problem of overproduction adverse factor. 

Felt & Tarrant 5 Ez 20 45 105s- 8% 10 $C Trend toward electronic applications in 
office equipment poses serious problem for 
small makers, but recovery seems possible. 

Shattuck (F. G.) .08 1.1 9.4 .70 60 11% 8% 11 8B Handicap of steadily rising operating costs 
and resistance of public to pr ce increases 
holds down margins for restaurants. 

General Instrument 8 7 75 12V4- 81% 10 B Prospect of another upsurge in consumer 
interest in television should prove favor- 
able for this important parts supplier. 

American Motors ~ 16.0 5.6 82.2 (d)1.95! 3742 1434- 934 11 B Competition from “big three’’ promises to 
become increas ngly keen this year, further 
restricting market for small independents. 

Fedders-Quigan 4.6 47 1.6 13:5 61) 3 1638-104 12 B Although progress in air-conditioning ac'iv- 
ities appears unpromising, auto parts 
volume should contribute to rebound. 

Baldwin-Lima-Hamilton 2.0 4.2 71.9 .80 80 1434- 8% 14 8B Rail equ’pment business should recover 
from last year’s extremely low total and 
road construction equipment should prosper. 

Texas Instrument 2.3 2.9 4.7 35 16%- 5¥4 15 B Despite prospect of keener competition in 
electronic instruments, company’s growth 
trend still appears prom’'sing. 

Continental Motors 3.3 3.3 31.6 1.38! .80 145g- 734 14 B Although competition appears likely to 
hold down margins, volume of shipments 
should increase and help earnings upturn. 

Diana Stores 1.1 8 4.4 1.40! 80 =13%-10!2 12 B Outlook for recovery in consumer demand 
for apparel! seems likely to boost sales of 
this chain and aid earnings. 

Studebaker-Packard 31.8 6.4 84.6 1538-1012 12 B_ Appealing new models promise to strengthen 
competitive pos tion, but outlook for ade- 
quate margins is uncertain. 

Ashland Oil & Refining 31.7. 799 5.4 47.5 921 90 1438-10% 13 © Small independent might have merger pos- 
sibilities, but advantages attained during 
war seem to have about disappeared. 

General Finance 74.4 154 1.0 1.55 65 1414-934 14 B  Gorwth trend in credit financing remains 
strong, but large companes have greater 
advantages; should continue progress. 

Greyhound 62.7 99 10.6 18.4 1.30 1.00 15-1134 15 B Dependence on passenger traffic and need | 
for constant improvement in equipment and | 
service pose problem for adequate profit | 

Diamond T Motor 4 9.2 50 1652-1032 14 B_ Logical candidate for merger, but man- | 
agement apparently unreceptive to over- 
tures; strong book value position. 

Houdaille-Hershey 3.3 190 ¥ 15.4 1.10 90 1658-12 14 C Pressure of car manufacturers for conces- 
sions on prices holds down net profit of 
leading parts suppliers. 

Bigelow-Sanford 15.5 38 1.0 30.4 1.40 1534- 934 15 B Need for obtaining production economies 
to improve competitive position and over- 
production pose major problems. 

M. & M. Woodworking 8.0 1.4 10.2 1.60 35 1534- 6% 13 Cc Hich rate of residential building is favor- 
able, but threat of price competition in 
plywood remains a problem. 

Armour & Co. 124.6 500 4.0 154.3 (d) .35! 1636- 856 16 C_ Rising consumption of meat and steady 
flow of livestock bolster earnings, but 
recapitalization plan may be needed. 

M polis-Mol 11.4 158 9 40.2 (d) .67! 1934- 932 18 8B Introduction of new models expected to 
spur interest in farm implements despite 
lower trend in agricultural income. 

(d)—Deficit. 
1_ Actual. °—6% stock. %—10% stock. 
2—Actual; before funds. 4_Plus stock. 65% stock. 
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Oliver San. 


Dr. Pepper 


McCrory Stores 


Canada Dry 


‘sunnaleen a tape es 


General Realty 


Central Ssiiean Gas & Sac: 


Braniff preenny 


Neisner Bros. 


Columbia Gas cnn. 


Chicago & No. Western Rwy. 


National Container 


Northern States Power 


Holland Furnace 


Marine Midland 


Sheraton Corp. of America 


National Can 


Chicago, Mi.w., St. P. & Pac. 


Fairchild Engine & Airplane 
Budd Co. 4 
Rudinaghen Industries 
Bond Gere 
deve Rubber 
Curtiss-Wright 
Dome Mines 


(d)—Deficit. 
1—Actual. 


“—Actual; before funds. 
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Long 
Term 
Debt 
(Mil.) 


$ 15.9 


1.8 


29.9 


42.5 


11.1 


322.0 
194.0 
19.4 


173.3 


48.9 
19.0 
2:90 


3.7 





—Capitalization—— 


6.3 


20.0 


Estimated 
Earnings 
Per 
Share 
1954 


“$ 1.611 $ 


Net 
Working 


Div. 
Per 
Share 
1954 


Preferred Common 
Stock Stock 
(Thous. (Mil. of Capital 
of Shares) Shares) (Mil.) 


$ 62.6 


Recent 
Price Rating 


1634- 9% 16 6B 


Price Range 


1954-55 COMMENTS 





Pressure to enlarge harvests and at same 
time to hold down labor coss promises 
to sustain interest in farm machinery. 


75 2.1 60 





Hope of more seasonable temperatures in 
summer counted on to enlarge sales. Com- 
petition in soft drinks still keen. 


.60 1534-1058 14 B 





1534-12 15 B Rising distribution costs pose problem, 
but more satisfactory prices for merchan- 
dise help to sustain margins. 


60 1.05 





60 


1571 12% 15 8B. Recovery of lost markets in areas where 
last year’s strike cut sales points to mod- 


est improvement in 1955 earnings. 


48 





75 1914- iW /2 18 B Adm nistration’s efforts in behalf of for- 
eian trade promise to boost overseas 


traffic and aid earnings of shippers. 








881 60 Inflationary forces and lack of construc- 
tion of new office buildings contributing 


to rise in asset valuations. 


1734-1212 1%6 C 





941 70 


1558-12% 15 A 





150 Population growth in area and benefits 
of new generating equipment prom se to 


bolster earnings trend this year. 


2.6 (d)1.9 





- 6% 16 8B 





Growh in air travel to Southwest and 
economies introduced by new management 
helping to improve competitive position. 


.50 7 
Steady progress indicated in attracting 


customers through improvement of stores 
and addition of popular merchandise. 








q .00 167-14 16 «6B 








1.00 .90 Gradual recovery in earning power being 
attained with benefit of rate increases 


and enlargement of consumer sales. 


20.6 1678-1258 16 A 





12.3 (d)11 232 B ~ Handicap of passenger traffic losses and 
dip in agricultural freight poses serious 
_Problem; merger seems possible. 


914 8 1738-101 16 


B More satisfac’ ory results entic'peted this 
year after adiusting difficulties at new 
paperboard mill in Valdosta. 


1612-10% 15 


A. Gains in earnings entiipated: from econo- 
mies in new equipment; gradual popu- 
lation growth should aid Profits. 


800 80 1678-1334 16 


B ” Gpenet ions being hampered by strong trend 
to gas installations in many areas and to 
_competition from furnace manufacturers. 


1.20 1.00 1814-1078 16 


Pq Although growth and diversification fac- 
tors are unusual, stock is likely to sell on 
basis in line with bank issues. 

37424 19\e- 7 17 B “Progressive management 

improve position of hotel 

_leverage factor in stock. 


Bea 1.261 722 18%-.2%2 18 


aniidacaad to 


1.62! 
chain. High 


3.1 


Third leading concern in growing indus- 
try making progress in gaining big 
accounts. Gradual profit gain seen 

amiss Goo 

Large potential indicated in operating 
economies. Tax refund clam factor in 
dividend policy. Better year in 1955 


6.5 85 17%2-11 16 B 


1,122 y 2.03! 1.00 ¥2-10 21 B 


B Military dependence on serviceable trans- 
port plane significant. Growing demand 
for guided missiles favorable. 


2.8 15.5 1.50 80 2134- 95% 20 


Recovery in Chrysler volume should help 
production of frames and other body pa:ts. 
Strong competitive position in East. 


3.5 1.60! 1.00 1878-114 18 B 





Rising consumer demand for apparel and 
household textiles should boost sales and 
help encouraging earnings rebound. 


1.04! .60 1958-1038 19 «6B 


B Piocress in gaining operating economies 
holds hope for earnings rise as sales of 
clothing tend to increase. 


40! 1.00 18 -13% 17 


Pickup in fori ture sales expected to 
enlarge demand for foam rubber and other 
miscellaneous mechanical goods. 

Growing perticipation in military aieiate 
program accounts for enlarged sales. Effi- 
ciency factor imporved. 


46 6 1.81! 1.25 1934-1258 19 B 


2.00 100 23 -7%4 21 B 


B. Little chica in outlook j= perry mining, 
but Dome has interest in Canadian oil 
and metal developments. 


1858-142 17 








3—6% stock. 


5—10% stock. 
4—Plus stock. B 


—5% stock. 
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———Capitalization——— Estimated 
Long Preferred Common Net Earnings Div. 
Term Stock Stock Working Per Per 
Debt (Thous. (Mil. of Capital Share Share Price Range Recent 
(Mil.) of Shares) Shares) —(Mil.) 1954 1954 1954-55 Price Rating COMMENTS 
Heyden Chemical ... $ 47 126 1.0 $ 21.8 a. $ 50 18%-14% 17  B Withdrawal from pharmaceutical develop- Islan 


ment bolster position in other areas. Logi- 
cal candidate for a merger. 





Southern Company ..... 388.0 18.0 (d)89 $ 1.29! 80 19%2-15% 19 A One of largest power companies in South- Brur 
east, company should experience favorable 
growth. Conservative dividend policy. 


Collins & Aikman ... 6.4 - 6 14.9 ; : 202-1242 19 C Keen tition for aut tive fabrics Coo 
and manufacturing problems tend to re- 
strict possibilities for earnings gains. 














Moore-McCormack 1.9 9.6 2.401 1.50 215%-12% 20 8B Logical beneficiary of increase in foreign Leh 
trade that may be d by 
recovery in European countries. 


Smith Carolina Elec. & Gas 87.0 261 3.1 (d) 3.4 1.331 77¥2 187%-148 18 A Well managed utility sterving area having Loe 
promising industrial growth possibility. 
Further dividend liberality indicated. 


Pepsi-Cola 3.1 5.7 18.0 95 90 20%-13% 20 B Aggressive management endeavoring to Spe 
capture larger share of available soft 
drink business in industrial areas. 














Howe Sound 2.4 1.6 6.0 55 40 205-112 +4918 B Numerous probl ed in devel- We 
oping cobalt property believed to have 
been solved and earnings recovery seen. 





North West Airlines 370 8 5.4 2.171 20 - 7% 19 8B Relatively low traffic density and usual Eri 
‘ problems of rising cost hamper growth of 
this carrier. Slow progress indicated. 








Case, J. I. 25.0 92 2.2 85.2 (d) .53! 50 1934-13% 18 C Keen petition and resistance of farm Ar 
buyer to price increases contributing to 
narrow 9 and handicap on profits. 
Some improvement seen. ‘ 

ee ke - 

Winn & Lovett 9.6 4.2 17.5 911 52 2012-1734 19 B One of most rapidly growing grocery 
chains concentrating on Florida. Promis- 
ing outl for tinued progress. 











i] Howard Stores 5.0 17 4 10.! 1.85 1.50 20%-15% 19 B Strong trend of consumer toward sport 
clothes, particularly slacks merchandised 
in department stores, hurts sales. 











U. S. ines rari 44.9 136 1.6 3.1 2.771 1.12124 2234-1334 22 B_ Recovery in tourist travel to Europe and 
: ‘ improvement in foreign trade are expected 
to boost earnings this year. — 





Lerner Stores 145 29 12 21.6 1.85 1.27%2 22%4-16% 22 8B 'mproving purchasing power and need for 
replenishment of apparel inventories ex- 
pected to aid recovery in sales. 














Pan Amer. World Airways 43.1 6.1 14.4 2.50 80 20%- 933 19 8B Steady growth in air travel, together with 
more satisfactory air mail pay, provides 
encouraging earnings outtlook. 





Lehigh Valley R.R. 10..0 1.5 7.1 1.761 1.20 20%-13 19 B Better labor conditions in Port of New 
York and rising industrial aetivity in 
Buffalo are favorable factors. N 





Sipieen Mfg. 7.1 75 2.4 32.2 1.39! > 23V2- 812 23 B_ Improved results in radio and television 
operations and strong emphasis on mili- 
tary electronics help earnings. F 








Delaware, Lack. & West. RR. 133.0 1.6 21.3 2.251 75 2058-12% 20 8B Debt reduction program and recovery in 


industrial traffic point to better earnings ; 
and possible dividend rise. : 





ee ee a aieemprienniiace lis 





Warner Bros. Pieteres 3.1 2.4 32.8 1.611 1.20 21%-1358 19 8B Decision of F.C.C. to delay subscription 
TV should bolster position, which depends 
primarily on successful films. 








f| Lionel Corp. 3 ef §.1 1.25 25 -19¥2 20 8B Venture in new type of camera regarded 
as disappointing. Strong position in toy 
trains sustains ac tit outlook. 


Mack eke 8.8 1.6 47.0 .60 6 23¥4-12'2 22 B Competition from mejor AP gs makers 





poses serious probl 


hopes to correct peer sal 








Royal McBee 1.3 72 13 19.1 1.831 1.6675 22%-1434 21 B Consolidation of two concerns rounds out 
picture and should improve earnings. 
Further economies seem desirable. 








Pickup in foreign orders and entrance 
in atomic energy activities help to com- 
bat downtrend in equipment buying. 


American Locomotive 10.0 196 Bf 48.8 7S 1.00 235-1258 23 B 


Gimbel Bros. 35.9 128 1.9 55.1 2.20 1.00 24 -13%4 24 B Institution of closer cost. controls and 
emphasis on lower-priced merchandise 
contributing to better profits. 





Automatic Canteen of Amer. 2.6 6 4.3 1.551 1.00 2434-16 22 B_ Expansion through consolidation with 
Rowe expected to achieve economies and 
to bolster competitive position. 





ete Man. bite “a 1.5 5.0 1.50 2.00 2734-17 27 B Pickup in steel operations improves near 
term out!ook, but trend is toward gradual 
exhaustion of ore reserves. 











(d)~Defict cit. ; 
1_ Actual. 3—6% stock. 5—10% stock. 
*—Actual; before funds. 4—Plus stock. 6—5% stock. L 
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200 Low-Priced Stocks — Section I (Continued ) 








Long 
Term 
Debt 
(Mil.) 


Capitalization——— 
Preferred Common 
Stock 
(Mil. of 
of Shares) Shares) 


Stock 
(Thous. 


Estimated 


Net Earnings 


Working 
Capital s 
(Mil.) 


Per 
hare 


” 1954 


Div. 
Per 
Share 
1954 


Price Range 
1954-55 


Recent 
Price Rating 





COMMENTS 





Island Creek Coal 


25 


1.1 


$146 $ 


1.271 


$ 1.00 


2334-14 


21 


Recovery in industrial activity spurs con- 
sumption of coal. Reduction in inventories 
of consumers is favorable factor. 





Brunswick-Balke-Collander 


24 


15.6 


1.00 


12%24 


2612-1358 


26 


Growing popularity of bowling helps sales, 
but high costs hold down margins. Ven- 
ture in school seats seems promising. 





Cooper-Bessemer 


$ 2 


15.0 


65 


1.50 


254-19 


21 


Slowing down in construction of natural 
gas pipelines retarded volume in compres- 
sors. Recovery outlook uncertain. 





leha & Fink 


6.7 


2.711 


1.25 


23 -15%2 


20 


Rising consumer purchasing power con- 
tributing to upturn in demand for cos- 
metics, which should help profit rise. 





Loew's 


48.2 


5.1 


1.281 


.90 


22 -13% 


20 


Movie attendance improving and boosting 
theatre receipts. Segregation of theatre 
and picture making due year hence. 





Spencer Kellogg 


21.2 


2.151 


1.20 


2372-14 


20 


Outlook promising at moment for vege- 
table oils, with results in soybeans favor- 
able. Inventory risks always a factor. 





West Indies Sugar 


27.3 (d) .341 


23%%4-17%8 


22 


Little progress achieved in recent years 
in curbing overproduction. Margins may 
remain low. Consumption fac‘or favorable. 





Erie R.R. 


196.0 


403 


2.4 


10.2 


751 


1.50 


2234-1618 


22 


Benefits of adoption of Diesel power help 
sustain earnings. Industrial upturn should 
bolster freight business in 1955. 





American Airlines 


30.0 


397 


6.6 


1.50 


.60 


2434-1142 


24 


With largest domestic routes con'ributing 
to increase in passenger traffic, more satis- 
factory earnings are being realized. 





Long Island Lighting 


160.0 


370 


6.2 


(d) 3.7 


1.211 


242-17 


22 


Serving most rapidly growing residential 
area in country, this utility is confronted 
with need for constant expansion. 





Monarch Machine 


7.0 


3.40 


1.50 


274-1654 


23 


Dependence on orders for industrial ma- 
chine tools likely to hold down volume 
this year, but dip may be moderate. 





Motor Products 


11.9 (d) 


2.411 


50 


237%-16"% 


22 


Recovery in Chrysler producion expected 
to find reflection in demand for products 
of this important auto body parts maker. 





Bohn Aluminum 


6.5 


15.8 


70 


243-17 


22 


Elimination of some costly operations and 
improvement in automotive customers 
expected to contribute to earnings gains. 





Congoleum-Nairn 


15.0 


29.0 


1.40 


1.25 


2352-1712 


23 


Trend toward hard surface floor coverings 
should sustain sales. Increase in home 
construction enlarges market potential. 





Hazel-Atlas Glass 


2.1 


19.6 


1.55 


1.20 


2352-182 


22 


Growth in packaging of food and drugs in 
glass accounts for favorable sales outlook. 





Merck & Co. 


508 


9.7 


57.9 


1.10 


80 


2412-1734 


23 


Progress in development of new antibiotics 
and other remedies keeps concern among 
leaders. Earnings show uptrend. 





Pittsburgh Coke & Chem. 


13.6 


90 


16.2 


711 


1.00 


252-1654 


23 


Keen competition in industrial and agri- 
cultural chemicals tends to restrict pros- 
pects for exceptional recovery. 





Smith-Corona 


6.3 


12.7 


1.101 


75 


254-1312 


24 


Rising manufacturing costs and price com- 
petition from large manufacturers pose 
problems for specialists in typewriters. 





Pennsylvania R.R. 


809.0 


13.1 


139.0 


1.411 


75 


2534-1578 


24 


As largest railroad in country, Pennsyl- 
vania has potential for substantial im- 
provement in reducing operating costs. 





Cincinnati Gas & Elec...... 


114.0 


270 


6.8 


7.3 


1.75 


1.004 


25 -20% 


24 


One of leading public utilities, company 
has good record for service and earnings. 
Good quality investment issue. 





Clevite Corp. 


13.3 


59 


29.9 


1.40 


1.15 


2458-18 


24 


Outlook appears to have turned for better 
after numerous internal readjustments. 
Long range growth factors promising. 





Merritt-Champan & Scott.. 


3.8 


2.2 


25.7 


2.004 


2832-211 


25 


Salvage operations and construction afford 
promise of stable income. Investment in 
other companies adds uncertainty. 





Schering Corp. .... 


Le 4 


8.5 


90 


50 


272-1112 


24 


Hope of successful introduction of new 
antibiotic points to longer range earnings 
gains, but rise anticipates future growth. 





American Radiator & S.S....... 


94.3 


2.30 


1.28 


2518-1358 


24 


Leader in building and plumbing suppli 
logical beneficiary of high rate of housing 
construction. Earnings gain indicated. 








Burroughs Corp. ........ 


29.9 


59.6 


85 


2812-154 


26 


Outstanding progress achieved in intro- 
duction of popular electronic office equip- 
ment. Further growth in sight. 





(d)—Deficit. 
1_ Actual. 


2—Actual; before funds. 


36% stock. 
4—Plus stock. 


5—10% stock. 
6—5% stock. 
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A new wave of stock splits, forecast in our 
November 27 issue, promises to exceed in size any 
similar development for many years. Since the turn 
of the year, directors of more than 50 corporations 
have voted to split their shares and these have al- 
ready been authorized at stockholders’ meetings or 
will soon be. Among the more important splits 
among shares listed on the N. Y. Stock Exchange 
have been: General Dynamics, Douglas, Western 
Union, U. S. Steel, Republic Steel, Caterpillar Trac- 
tor, Firestone Tire & Rubber, Mid-continent Petro- 
leum and Armstrong Cork. 

The rapid growth in the number of stock splits 
since the November elections is a reflection of the 
extraordinary strength of the stock market during 
that period but, of course, anticipation of stock 
splits has in itself been an important factor in rais- 
ing the price of individual shares. No other single 
factor recently influencing the price of stocks has 
been so outstanding. To a very considerable extent, 
speculation in shares which are considered to have 
prospects for stock-splitting has been highly stimu- 
lated by expectation of such action. With public ap- 
petite whetted by stock splits, it is inevitable that 
the most promising candidates should occupy the 
center of the speculative stage and, it may be pre- 
sumed, this will continue to be an important factor 
as long as the market remains strong. 

It should be considered that the current interest 
in stock splits by investors and traders is considered 
a highly favorable circumstance by managements 
who wish to take advantage of the stimulating com- 
bination of high investment activity and a persist- 
ently strong market. This affords an excellent op- 
portunity for broadening the markets for their 
shares, an objective much more difficult to attain 
when the market is inactive and depressed. 

From the practical standpoint, investors have been 
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By WARD GATES 


correct in assuming that a rapid road to sub- 
stantial profits in the present market is via 
stock splits, and this assumption will probably 
hold good as long as the market remains strong 
and active. But, for this very reason, it fol- 
lows that investors seeking profits through the 
specific path of speculating in the hopes of a 
stock split should recognize that the motiva- 
tion is largely speculative. Therefore, his in- 
terest logically is in short rather than long- 
term considerations. Obviously, this imposes 
an additional amount of risk. 

Still, since the speculative interest of in- 
vestors in potential stock splits is quite a legitimate 
one, it is not our purpose to dwell on the more nega- 
tive aspects except to say that care should be par- 
ticularly taken with stocks that are volatile since 
the deep fluctuations in such issue are likely to be 
quite unnerving for investors who may be unac- 
customed to such rapid changes, which recently 
have amounted to as much as five and ten points in 
either direction in a single day. 

Because of the increasing hazards in the more 
volatile type of issues, we have thought it best to 
list in our accompanying table of candidates for 
stock splits only those issues which normally show 
a more dependable degree of market stability. In 
fact, gains in such issues in the long run may be 
just as large as in the more volatile type and at the 
same time, offer greater assurance to the prudent 
investor because of more regular and dependable 
market action. 

Readers of The Magazine are aware that from 
time to time we have published lists of suitable 
stock split candidates with highly favorable results. 
In our November 27 issue, for example, we listed 
17 candidates of which 7 have already split their 
shares. In due course, the remainder should follow 
suit. Those that have not yet split their shares are 
again included in the accompanying table, to which 
we have added 12 newcomers, making 22 in all for 
the current selection of candidates. As is our custom 
in these features, we have selected several of the 
more interesting situations for special comment. 





CHICAGO, ROCK ISLAND & PACIFIC—A com- 
bination of highly favorable circumstances gives a 
high degree of credibility to expectations of a stock 
split for this road. Among the outstanding factors 
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which make this a logical candidate are the follow- 


ing: (1) projected retirement of the 5% preferred 
stock after approval by the I. C. C. of a sale up to 
$65 million of income debentures. This will permit 
income tax savings, after retirement of the pre- 
ferred, equivalent to about $1 a share on the com- 
mon. Last year’s earnings were $10.94 a share, so 
that had the tax savings then been in effect, earn- 
ings would have been close to $12 a share. (2) Due 
to the current improvement in traffic, it 1s estimated 
that the road, without benefit of special tax savings, 
can earn aS much as $15 a share this year. (3) In 
the 6 years ended 1954, capital expenditures were 
in excess of $150 million, with the road now in the 
best physical position in its history. (4) A split of 
8-for-1 is anticipated with the new stock placed on 
a $2 annual cash dividend basis, equivalent to $6 a 
share on the present outstanding common, now pay- 
ing $5 a share annually. (5) On a comparison of 
market price with similar calibre railroad stocks, 
the stock at current levels of about 92 seems under- 
valued. Assuming earnings of $15 a share in 1955, 
the stock is selling at only 6 times potential earn- 
ings, and about 8 times 1954 earnings. Other good 
grade rails sell now, on average, at about 8 times 
estimated 1955 earnings, and about 10 times 1954 
earnings. The margin of difference between these 
ratios could conceivably mean a price of from $110- 
$120 a share for Rock Island, assuming business 
conditions were reasonably favorable for the balance 
of the year. 


HERCULES POWDER CO. — This high-grade 
chemical stock is selling at about in line with other 
similar grade chemicals, or roughly 20 times earn- 
ings but in view of its rather special features, it can 
reasonably sell at a higher ratio. In recent years, the 
company has broadened the scope of operations, 
diversifying into a number of important chemical 
fields. Explosives, in conventional terms, are no 
longer the mainstay of earnings. However, there 
has been an exceedingly important development with 
respect to greatly enlarged government 


reach considerably higher levels over the long term, 
particularly since the issue has been under persist- 
ent accumulation by institutional investors. 


REPUBLIC STEEL CORP.—(Editor’s Note: The 
day following the writing of this comment, Republic 
voted to split the stock. Normally, under such cir- 
cumstances, we would exclude the item. However, 
we believe the material will still be of interest to 
readers and have, therefore, decided to retain it with- 
out change.) After the precedent of the U. S. Steel 
2-for-1 stock split, the way seems to have been paved 
for similar action by other major steel producers. 
One of the most likely candidates in this group is 
Republic. Since the end of World War II, this com- 
pany has attained, on average, a very high level of 
earnings and even in periods of slack steel business, 
as in most of 1954, has turned in a very good earn- 
ings report. Earnings since 1946 have totaled $63.43 a 
share and dividends paid have amounted to $28.3214 
a share, not including a 4% stock dividend in 1948. 
From 1947, net property account has risen from $237 
million to about $400 million (est.) in 1954. Capital 
improvements since 1951 were financed through an 
issue of $60 million convertible debentures. In view 
of the sustained high earnings—1955 earnings are 
estimated at $8.50 a share with operations at an 
average of 75% capacity—and, quite possibly, as 
much as $10 a share with higher operations in the 
steel industry; and, in view of the uncapitalized in- 
crease in the value of the physical plant and $75 mil- 
lion increase in working capital since 1947, a stock 
split would seem in order. The stock has been quite 
strong in recent weeks possibly reflecting such a de- 
velopment and is still comparatively attractive from 
a price viewpoint though, obviously, it has lost part 
of its speculative appeal after the 30-point rise it 
has had in the past few months. 


REVERE COPPER & BRASS, INC.—Except in 
1949, when business fell off in the country at large, 
Revere has had an (Please turn to page 724) 






































contracts, an increase estimated at $100 
million of orders, for solid propellants 22 Potential Stock Splits 
for guided missiles, rockets and mechan- 
isms for the take-off of jet aircraft. — 1954 : 
1 7 y P ; ; 7 arnings Iv. 
This highly modern form of ballistics is rails ~ a ae 
a very important source of future earn- 1954-55 psc Priel Price Yieldt 
ings for companies in this field. The FCO ITS nye 3 to. 
¢ : : . ie emica ON e sso cdunevacen V2= V2 y i 1% 
management historically has favored Allis-Chalmers ............c:ss.s-ssssee+: 79%2- 45% 7.001 4.00 77 «5.1 
stock splits, having split the stock 4-for- American Tel. & Tel.  181%2-156 12.001 900 178 5.0 
1 in 1928; 2-for-1 in 1937 and 2-for-1 Atchison, Topeka & Santa Fe... 1347- 9212 12.35 7.00 134 52 
in 1946. In the 9 years, 1946-1954, the = —- a : iy Bains — B = 
_ STTREGTOOTID SUGGS ......0ssccccscccecccscece - . : 4 
company earned $39 a share on the com Chicago, R. 1. & Pacific 94¥2- 62% (10.91 5.00 91 5.4 
mon and paid out about 60% in divi- Continental Can ......... 80 - 5412 5.52 2.70 80 3.4 
dends, or $23.65 a share. During this tt . 17534-104%e 6.751 5.50 171 3.2 
period, the net property account has Comal Foods . — “~ 4 _ " ae 
j , 117 =< ; MI doo ads nadia dsviledcuevsansaxestensecence ‘4 3 x A 
ag pte $26.7 Fc hy $52.8 - Hercules Powder .......... . NO = 68 5.10 3.00 10 28 
ion. er an interval 0 years, the Kennecott Copper ..................--.... 112% 64% 7.19 6.00 111 5.4 
company could capitalize the virtual Lehigh Portland Cement ............ 60%- 2712 4.251 1.20 59 = 2.0 
doubling of the value of its property, in Monsanto Chemical .................. 118 - 79 4.39 2.50 116 2.1 
addition to the large increment of re- Owens-lilinois Glass dndsundeciebebins 115%2- 77% 7.05 4.00 113 3.5 
rai ; b f hel Republic Steel® 2... .escssceseen 8956- 47% 7.10 487% 87 5.5 
aine earnings, by means or a stoc Revere Copper & Brass................ 71%2- 3734 8.001 4.00 69 5.7 
split. In the past year, this prospect has Reynolds Metals ..................----.. 129% 5158 10.501 1.502 128 11 
been discounted to some extent through Sherwin-Williams Co. eniesscauncueves 108 - 74 7.83 4.12% 107 3.8 
the rise in the stock from the lower 70’s Westinghouse Electric ................ 8314- 50% 5.40" 2.50 81 3.0 
: a a 96 - 63% 9.50 3.00 90 3.3 
to the current price of about 105 but in -— sa aS colle eee 
; —Company propose ‘or stock-splt ° —tstimated, 
view of the unusual outlook for the com- t—Based on 1954 dividend rate. 2—Plus stock. 
pany, it appears that the stock could 
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Five Stocks Behind 
The Market 


By OUR STAFF 


Y n an advancing securities market, as over 
the last year and a half, which has carried the aver- 
ages to historic high levels, it may appear difficult 
for the investor to find specific good grade issues 
“selling behind the market.” 

Admittedly, such a task is not simple if attention 
is concentrated only on the stellar performance of 
group issues such as the leading aircraft manufac- 
turers, the steel companies, and those stocks falling 
into, or bordering on, the classification of “blue 
chips.” The upswing in many of these issues has been 
no less than sensational, some of them doubling and 
more than doubling in market value, since the lat- 
ter part of 1953. 

Action of these various groups in the past year 
has tended to overshadow that taking place in other 
good grade stocks. Some of the issues in the latter 
category have indeed registered gains from their 
1953-54 lows but, basing judgment on both their near- 
term and longer-range earnings and dividend pos- 
sibilities, they are still lagging behind the market. 

After careful fine-tooth combing of the various 
stocks that might, on the surface, fall into the laggard 
group, we have selected five issues representing com- 
panies in diversified industries which, at current 
price levels, should have an appeal to investors with 
funds available for equity investments. The list 
includes two rail stocks, namely, Norfolk & Western 
and Great Northern Ry., and three miscellaneous 
issues, Link-Belt Co., Hazel-Atlas Glass, and Cannon 
Mills. All have demonstrated genuine earning power 
over a period of years, and without exception have 
sustained dividend payment records, extending in 
most instances over more than a quarter of a century. 
At prevailing market prices, the yields on current 
en % dividend rates range from 5.1% to as high as 
6.7%. 

A brief analysis and pertinent data on each com- 
peer making up the selected list are appended here- 
wi 
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1944 1945 1946 | 1947 1948 1949 | 1950 1951 1952 1953 1954 
| 1.64 | 1.62 | 9.19 | 7.28 | 12.50 | 4.3 / 3. | 6.31 3.70 _ 4.95 _| h | 
1.00 *.50 | 1.00 2.50 5.25 3.75] 3.00 | 3.00 3.00 2.25 | 3.00 

34.1 36.1) 51.8 59.6 713.8 15.3) 71.2 | 75.3 15.3 80.1 








* Plus 5% Stock Dividend 


CANNON MILLS COMPANY 


BUSINESS: The company, a fully integrated cotton textile manufacturer, 
from the spinning of raw cotton to the production and distribution to whole 
sale and retail trades of a diversified line of cotton fabrics, is the largest 
domestic producer of towels, as well as sheets and pillow cases which are 
marketed under the famous Cannon. brand name. Other products include 
tire fabric, yarn, draperies, grey goods and a subsidiary markets Cannon 
hosiery. 


OUTLOOK: Signs continue to strengthen that the textile industry as a whole, 
after experiencing a post-Korean slump, accompanied by price competition 
and curtailed production in many lines, has turned the corner. In contrast 
to these conditions, renewed buying of many types of textiles has raised mill 
order backlogs to the highest level in several years which, together with 
firmer and in some instances, raised prices, indicate substantially higher 
profit margins and the possibility of moderately larger dividend payments 
by some of the more firmly entrenched textile companies. Cannon Mills, one 
of the foremost in this group, appears to be also one of the most attractive 
issues from the standpoint of near-term market possibilities as well as an 
issue to hold on a long-term basis. While mill output consists of cotton goods 
other than towels, sheets and pillowcases, these three lines account for 
approximately 73% of company sales which in 1953, together with com 
missions earned as selling agents for other mills, amounted to $186.1 million. 
Net income for that year of $10.2 million was equal to $4.95 a share for 
the combined no par and class B (non voting) common stocks. Although no 
earnings report for 1954 has as yet been made, it is estimated net for the 
year was close to the 1953 figure and, as in the latter period, providing a 
wide margin over dividend payments. With improved earnings in prospect 
for 1955, and in view of the strong finances, favoring a more liberal payout, 
the stock appears to be undervalued at its present price. 


DIVIDENDS: Has paid dividends in each of the last 27 years. Current rate 
of $3 a share maintained since 1950, was supplemented in 1954 by the 
distribution of one share of Class B common for each share of no por 
common held. 


MARKET ACTION: Recent price of 58, compares with a 1954-55 price range 
of High—61, Low—44%. At current price, the yield on cash dividend is 5.1%. 


COMPARATIVE BALANCE SHEET ITEMS 



















December 31 

44 1953 Change 
ASSETS (000 omitted) 
res cca caves etsceuans chcbaecneeennees nese $ 6,317 $ 15,821 +$ 9,504 
Marketable Securities .................................. 2,442 28,535 a4 26,093 
re SE *coeccanains 5,282 16,272 oe bs 
eae $5619 40,375 =: 203 
TOTAL CURRENT ASSETS ..... 101,002 + “5, "384 
DU I i cscesisncnasesssenssensc 28,436 + 15,610 
Investments. 601 + 142 
Other Assets 476 — 13 
TOTAL ASSETS $130,510 4+$ 59,162 
LIABILITIES 
UE REN 86. dopa ist, uessupcodnauseessoneaiGentosivtoes $ 4,000 . —$ 4,000 
Accounts Pay. & Accruals... . 131,258 8,707 — 2,551 
Tax Reserve 6,261 12, 11 + 5,850 
TOTAL CURRENT LIABILITIES . 21,519 20,818 _ 701 
Other Liabilities _ 107 
ile FRR EERE RENT MD ER ee a 369 448 + 079 
Common Stock .... 25,000 25,930 + 930 
Class “B’ Com. ee 25,925 + 25,925 
Surplus ................. 24,353 57,389 + 33,036 
MONTIAL, MPIDURUTONS ov icsccascscccsscssssscsssssncessieessovese $ 71,348 $130,510 4+$ 59,162 
WORKING CAPITA $ 80,185 +$ 46,085 
CURRENT RATIO 48 + 2.2 
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GREAT NORTHERN RY. GN HAZEL- ATLAS GLASS CO. _H2T 
’ ; renee | eae sane: : 
porthvestem 1 eS a= : —f— ; Glass Jars, ete. — — ' 
————" 7 ficmeeme —| 45 Funded Debt: j “Kone — Saas: bad 
ied Debts, $268 ,088, 492 : Adjusted i 5 ToL ene Ra eae us 2 
fd Common: 6,058,024 - no par Price Range : 'Shs. Gp Stk: 2,172,045 - $5 parc : Price Range — 
Fiscal Year: Dec. 31 1929 - 1935 “ —— Fiscal Year: Dec. 31 — 1929 - 1935 —|——— “& 
scal Year: 2 High- 21 — 
- 5 0 0 Low - 8 Te! ee) 
—EEE oo ee 
+ ——+ “0 
4 38 
12 i Toe oe x 
re 7 
t 2 
Sire 
ates = = meena Same » 
THOUSANDS OF SHARES - 15 
| Ce SC 
+ — } _ + 4 
| Sees TSS EET : los | 
- — — a | ae, Mee = — 
a ara Fran SESS = f= i =ree f 
" mm ata thal thie : iaalsata, | 5! 
1945 1946 | 1947 1948 1949 | 1950 1951 1952 1953 1954 | 1955 1944 1945 1946 | 1947 1948 1949 1950 1951 1952 1953 1954 1955 
301 | 3.79 | 3.64 | 4.46 | 3.03 | 4.56 | 3.92 | 4.55 | 4.83 | 4.21 1.04 [1.27 | 2.68 | 1.83 | 1.41 | 1.83 | 1.66 | 1.55 | 1.36 | 1.43 |E1.50 
10 1.1.50 | 1.50 | 1.75 | 2.00 | 1.75 | 2.00 | 2.00 | 2.00 | 2.10, oj] 1.00 | 1.00 | 1.85 | 1.40 | 1.20 | 1.20 [1.40 | 1.20 | 1.20 |/1.2 |} on. 
9.7 | 41.2 | 38.8 | 42.0 | 36.9 | 49.9 | 44.2 | 48.8 | 55.0 we MH 12.9 | 18.7 | 18.6 | 16.2 | 15.6 | 17.8 | 18.4 | 19.2 | 19.1 | 19.6 TT) 





















































GREAT NORTHERN RAILWAY CO. 

AREA SERVED: From Duluth and the twin cities of St. Paul and Minneapolis, 
the Great Northern traverses North Dakota, Montana and Washington, 
reaching Vancouver, B. C., Seattle and Tacoma, and other points in the 
State of Washington, as well as Portland and other Oregon cities. Jointly 
with Northern Pacific, it controls the Chicago, Burlington & Quincy, whose 
lines give it entry into Chicago, and access to Kansas City, Omaha, St. Louis, 
Denver, New Orleans and other important points. 


OUTLOOK: The Great Northern’s main lines traverse a territory in which 
originates widely diversified freight traffic, including iron ore, crude oil 
from the Williston Basin, grain and other agricultural products from the 
rich Red River Valley, as well as the fertile Columbia Basin, and manufac- 
tures and miscellaneous products from the various industries, increasing in 
number, along with a growth in population in the rapidly expanding Pacific 
Northwest. Contributing substantially to the road’s freight volume is important 
traffic interchanged with other railroads. Earnings are augmented by other 
income which for 1954 amounted to $9,796,122, including approximately 
$6.6 million in dividends received on its holdings of CB&Q stock, and an 
interest payment of $1,475,000 from its affiliate, the Spokane, Portland & 
Seattle Railway. Although Great Northern last year experienced a reduction 
in the movement in certain classes of freight, reflecting a general condition 
felt by other Class | roads, operating revenues of $250.2 million were down 
by only 6.7% from $268 million for the previous year, and were the third 
highest in Great Northern’s long history. Despite the drop in gross revenues 
for last year from that of 1953, the road held its operating ratio to 75.4% 
as against 72.7%, and was able to show 1954 net income of $25.4 million, 
equal to $4.21 a share compared with $29.9 million, or $4.92 a share for 
1953. It closed the year with strong finances. Current liabilities consisted of 
U. S. and other tax liabilities totaling $58.5 million, offset by current assets 
of $102.1 million, including cash and temporary cash investments of $55.7 
million. 


DIVIDENDS: The stock, on a $4 annual basis since 1951 was split 2-for-1 
in July, 1954, and the new stock placed on a $2.20 annual basis. 


MARKET ACTION: Recent price of 395s compares with a 1954-55 price 
range of High—40, Low—27. At current price, the yield is 5.5%. 


COMPARATIVE BALANCE SHEET ITEMS 
ees 31 














19. 1953 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities. $ 52,296 $ 55,615 +$ 3,319 
Receivables, Net ............ isepeautihsxcisoune 16,201 15,025 — 1,176 
Materials & Supplies ................0.0:0ccccccceeee 25,181 36,599 + 11,418 
Other Current Assets 244 128 _ 11 
TOTAL CURRENT ASSETS . 93,922 107,367 + 13,445 
Road & Equipment ............. : 3 673,342 809,039 + 115,697 
Donations & Grants ................600000 er. 3,827 cr. 4,202 + 375 
Acquisition Adj., ete..................... er. 6,212 cr. 5,631 - 581 
Accrued Deprec. & Amort. ..............00..0000.:.--.€9.146,043 — er.184,014 + 937,971 
Invest. & Capital Funds (net) essere ee 172,893 bad 560 + 2,667 
Other Assets : : 7,984 691 + 707 
TOTAL ASSETS $792,059 $906/810 +$114,751 
LIABILITIES 
TOTAL CURRENT LIABILITIES.................0........ $ 55,122 $ 52,307 —$ 2,815 
Other Liabilities ................... 332 266 _ 066 
Unadjusted Credits 3,270 + 474 
long Term Debt . 268,088 + 32,527 
Capital Stock ...... 268,301 — 4,537 
Fund Reserves. ...... 2,389 + 1,010 

urplus 312,189 + 88,159 
TOTAL LIABILITIES . ese $906,810 +$114,751 
WORKING CAPITAL $ 55,060 +$ 16,260 
CURRENT RATIO ..... 2.0 + 3 
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HAZEL-ATLAS GLASS COMPANY 


BUSINESS: The company is one of the largest domestic manufacturers of a 
complete line of bottles and jars for foods, toiletries, drugs, beverages and 
general purposes, in crystal, opal, amber and blue glass. Other products 
include metal closures for glass containers, machine made glassware for the 
table and kitchen, and specialties in pressed ware and pressed-blown ware 
for domestic and industrial use. 


OUTLOOK: The record of this 54 year old company during the 10 years to 
the close of calendar 1953 shows a steady uptrend in sales. The gains have 
been particularly rapid in each of the last five years of the decade, sales 
rising from $58.7 million in 1949, to a peak of $79.2 million in 1953. Net 
earnings, however, failed to parallel this upward course, dropping from 
$1.83 a share for 1949, to $1.36 for 1952, largely because of government 
price controls in 1951 and 1952, without recognition being given to the 
need for product price adjustments to meet increased material and labor 
costs. Abolition of these price controls early in 1953, followed by a price 
advance on glass containers, resulted in net earnings for that year showing 
some improvement to $1.43 a share, with indications that 1954 results will 
improve on this showing, net for the 12 months to last December 31, being 
conservatively estimated at $1.85 a share on net sales establishing a new 
record high at slightly more than $80 million. Several factors, other than 
freedom from price controls, account for this continued sales gain and 
resumption of earnings uptrend. One is the company’s basic policy of auto- 
matic machine production by modern methods of quality products for diversi- 
fied, mass consumption markets supplemented by practical research through 
its own facilities and fellowships in technical institutions. These efforts have 
resulted in broad acceptance of Hazel-Atlas’ products and service. Another 
factor has been capital expenditures of several million dollars in recent years 
for modernization of production facilities, mechanization of product handling 
methods and additional warehouses and facilities to service important markets. 


DIVIDENDS: Hazel-Atlas has paid dividends for 46 consecutive years. It has 
maintained the present $1.20 annual rate on its capital stock since 1951. 


MARKET ACTION: Recent price of 2212, compares with a 1954-55 price 
range of High—235¢, Low—18'%. At current price, the yield is 5.3%. 


COMPARATIVE BALANCE SHEET ITEMS 





Dec. 30 Jan. 2 

1944 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 5,357 $ 9,886 +$ 4529 
a Net 3,664 4,387 + 723 
Inventorie 5,604 8,338 + 2,734 
TOTAL CURRENT ASSETS 14,625 22.611 + 7,986 
Net Property 7,701 13,190 + 5,489 
Investments O11 042 + 031 
Other Assets 5,432 317 — 5§,115 
TOTAL ASSETS $ 27,769 $ 36,160 4+$ 8,391 
LIABILITIES 
Accounts Payable $ 702 $ 856 4+$ 154 
Accruals 422 2,052 + 1,630 
Tax Reserve ere 536 088 oe 448 
TOTAL CURRENT LIABILITIES 1,660 2,996 + 1,336 
Deferred Income ue 1,984 — 41,984 
Reserves 2,275 — 2,275 
Capital Stock . 10,860 10,860 sg 
Surplus 10,990 22,304 + 11,314 
TOTAL LIABILITIES . $ 27,769 $ 36,160 +$ 8,391 
WORKING CAPITAL $ 12,965 $ 19,615 +$ 6,650 
CURRENT RATIO ...... 9.0 7.7 — 113 
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LINK BELT CO. | can ae ee NORFOLK & WESTERN RY. ' 
GL Se a a == aaapeees: Sot ee ‘Soythen Ret —— 
Steel Chains —|——__ |_| — ———] Price Ranget— anf | | ac me -— = —_— —4 
‘ae! acca : ———F 1929 - 1935 — ee = = Adjusted —-—|——— 
: - cai Ss ————}Price Range — ee 4 
=—f —— 1929 - 1935/— 
” High - 7 a 
Debt: = = seu eect = aS eae rm 
Shs. Common = Se =e : eee a . 2 —} 4 
Year alae os S03 SS See eee ; —+———F 
—_ See + ——{Fixed Obligations: $35,791, 
=n Ls Beer mei) a |) Shs. $1 o-c ‘Adj. Pfd: 879,608 - $25'p 
= = Je - mln Shs. Common: 5,625,932 - $25 pag 
sik) aE He _ 4 Fiscal Year: Dec, 
a - 
ies ey 
35 = t 
| _ | 
is ==" 
t 
30| htt + 
iu | 
25 
{ t 
ISANDS OF S SS 20 THOUS 3 OF 2ES 
i THOU SANDS OF SHARES as ae OUSANDS OF SHARES 
| 4 
—t 1 | n ~ 15 
ari { wr aids hia ATRYN | | J i! (i 
5 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | || 1944 | 1945 | 1946 0 
41,86 | 5 | 4.34 | 7.19 | 4.87 | 5.21 | 4.93 4.82 | 4.42 | E3.65 | parn) | 5.31 | 4,03 | 4.06 . 6.75 3.56 
1.00 | 1.00 1.50 | 2.75 2.50 3.00 | 2.90 3.00 2.4 3.00 biv. 2.50 | 2.50 3.25 4.37%| 4.00 4.00 
4 22.6 | 2°.) 33.4 38.2 | 40.1 B.2 39.4 Cp $milf 30.0 | 52,2 40.7 46.4 | 45.4 40.7 
































LINK-BELT COMPANY 


BUSINESS: Link-Belt products, found wherever material must be moved or 
power transmitted mechanically, include chains, bearings, enclosed gear 
drives, elevators, chain and belt conveyors, power shovels, shovel-cranes, 
lifting cranes and draglines for use in an endless variety of mining, con- 
struction, processing, and manufacturing operations, as well as processing 
equipment for various industries. 










































OUTLOOK: The growth of Link-Belt, now in its 80th year, parallels the 
increasing importance of mass production in industry. Because of its broad 
diversification of material handling and processing equipment, the machinery 
for the mechanical transmission of power, it has kept pace with demand for 
equipment that would speed production and cut costs and further strength- 
ened its position by its ability, through research and engineering, to job- 
engineer installations in the foundry, pulp and paper, chemical, textile, 
rubber, power generating and other industries. At the same time it has 
improved standard products, creating greater and more diversified applica- 
tion in various fields. During the postwar years, net sales of Link-Belt 
increased from $61.5 million in 1946, to a 1953 peak of $129.7 million, with 
net earnings for the latter year amounting to $7.3 million, equal to $4.42 
a share as compared with 1946 net of $4.4 million, or $2.25 a share, after 
giving effect to the 1951 2-for-1 stock split. On the basis of results for the 
first nine months of 1954, net earnings for that year will likely amount to 
about $3.25 a share on net sales approximately 12.5 per cent under the 
record 1953 volume. This drop points up to some extent the cyclical nature 
of Link-Belt’s markets but not necessarily a trend which should continue 
upward as demand for the company’s pre-designed as well as job-engineered 
materials handling, treating and processing, and other equipment expands 
with the continuing expansion in industrial automation. Link-Belt, incidentally, 
has no funded debt nor preferred stock, and since 1945 has expanded pro- 
duction facilities through new plants and modernization, more than doubling 
net plant and equipment value without recourse to outside financing. 


DIVIDENDS: Has paid dividends in every year since 1907. Since the 1951 
splitup, payments have been 60 cents quarterly, with a 1954 year-end extra 
of the same amount. 


MARKET ACTION: Recent price of 53%, compares with a 1954-55 price 
range of High—53%, Low—38'%4. At current price, the yield on $3 basis is 
5.6%. 


COMPARATIVE BALANCE SHEET ITEMS 


Dec. 31 Sept. 30 

1944 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 11,552 $ 20,828 +$ 9,276 
Receivables, Net ae 8,512 13,273 + 4,761 
Inventories ore a ne: pens 9,051 19,031 + 9,980 
Other Current Assets 013 066 + 053 
TOTAL CURRENT ASSETS in 29,128 53,198 + 24,070 
Net Property Gus oseaiee a 9,012 23,159 + 14,147 
O'her Assets RIE CE A 3,166 1,130 — 2,036 
Be NII 5520.5 osu Sovcdbysvusiceacenucssuccanvea bess $ 41,306 $ 77, 487 +$ 36,181 
LIABILITIES 
Accounts Pay. & Acer. $ 3,937 $ 7,543 4+$ 3,606 
Tax Reserve 9,134 3,421 — 5,713 
Adv. Sales Collec 1,242 + 1,242 
TOTAL CURRENT LIABILITIES. SNS 13,071 12,206 a 865 
Reserves See SN rr 1,385 x5ses — 1,385 
Preferred Stock SAE Ie ARNO 3,019 : — 3,019 
snes nom Stock LENS Tae Sesvhecheeo en 10.691 8,390 — 2,301 
Surplus sbiapinephobekandgaceavuceeescpi: a 56,891 + 43,751 
TOTAL LIABILITIES . é $ 41,306 $ 77,487 +$ 36,181 
WORKING CAPITAL $ 16,057 $ 40,99 +$ 24,935 
EU INEM oe s5scusssssescosieccseassssvoanseavensscuve 22 44 + 22 
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NORFOLK & WESTERN RAILWAY CO. 


AREA SERVED: Norfolk & Western, with 2,135 miles of road, operates 
between the Atlantic Seaboard and the Ohio Valley. Its main line extends 
from the port of Roanoke, through the West Virginia bituminous coal fields 
to Cincinnati and Columbus, Ohio, and other points of traffic interchange 
with carriers serving the Great Lakes and western districts. Other lines of the 
road extend from Durham and Winston-Salem, No. Carolina, northward 
through the Shenandoah Valley to Hagerstown, Md. 


OUTLOOK: From the standpoint of mileage, revenue and length of haul, 
the N&W is the second largest of the Pocahontas bituminous coal carriers 
While revenues from coal movements over the road continue to contribute 
the greater portion—about 58.2% of 1953 total—to freight revenues, traffic 
in manufactures and miscellaneous commodities has been steadily increas- 
ing. Since 1947, the latter classification has expanded from 19.4% to 25.9% 
in 1953, with the balance of 15.9% of that year’s total made up of mine 
production other than coal, forest, agriculture and other products. The 
increasingly diversified freight traffic reflects expansion of industries already 
established in the road’s territory and the influx of new industries in the 
last five or six years. Despite a drop of about 10.2% in total revenues for 
1954 to $170 million from $189.5 million for 1953, net income, after funds, 
for the common stock held at $4.44 a share, as compared with $4.75 in the 
previous year. This 1954 showing was accomplished without lowering main- 
tenance ratio, while operating ratio increased by only 1.9 to 73.9%, and the 
transportation ratio moved up to 31.6% from 30.4% for the preceding year. 
All of this reflects the excellent condition of way and structures, rolling stock 
and other facilities, including traffic control installations. Capital expendi- 
tures for additions and improvements since 1945, amounting to more than 
$204 million were made without borrowing any money. Within the last six 
years funded debt has been reduced from $48 million to slightly over $35 
million, the earliest maturity of which is 1989. 


DIVIDENDS: Payments on the common stock have been made in every year 
since 1901. The current quarterly rate is 75 cents a share, augmented in 
1954 by 50 cents year-end extra. 


MARKET ACTION: Recent price of 52, compares with a 1954-55 price range 


of High—53, Low—395¢. At current price, the yield on $3.50 dividend 
rate is 6.7%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1947 


1953 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 61,008 $ 40,107 —$ 20,901 
Receivables, Net 12,779 12,192 — 587 
Materials & Supplies is 16,884 25,877 + 8,993 
Other Current Assets ’ 1,93 3,027 + 1,089 
TOTAL CURRENT ASSETS 92,609 81,203 + 11,406 
Road & Equipment . : 5 567.419 680,580 + 113,161 
Donations & Grants seviesssissisiatsscoesvetite: ae “GE, Tae + 1,142 
Accrued Deprec. & Amort... cr.155,770 = cr.180,892 + 25,122 
Invest. & Capital Funds 73,538 23,359 — 50,179 
Other Assets 89 + 482 


3 415 
TOTAL ASSETS $574,644 


LIABILITIES 


$600,438 +$ 25,794 





TOTAL CURRENT vecannenient $ 46,110 $ 41,156 —$ 4,954 
Other Liabilities ........... > “ 792 395 397 
Reserves RPA eerie biome a 9,070 10,425 + 1,355 
Other Unadiusted Credits....................... 045 1,399 + 1,354 
ROMER TEBIIRIIDOON: x seisccsscsessccoossessossvesssssinvs .. 48,017 35,792 — 12,225 
Preferred Stock . 21,990 21,990 cca 
Common Stock ........... 140,648 140,648 vs 
Surplus nae 307,972 348,633 + 40,661 
TOTAL LIABILITIES ... $574,644 $600,438 4$ 25,794 
en |. o'r $ 46,49 40,04 —$ 6,45 
PN RIN os iniscec csp ciasenscossedeasivassisocacnscosse 2.0 2D benn que 
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How Real Is Copper Recovery? 


By F. A. WILLIAMSON 


Al tight situation has developed in world 
copper supplies. From a price around 36 cents last 
January on the London Metal Exchange, the red 
metal in early February fairly zoomed to 44.25 cents 
as English buyers sought to fill their requirements. 
Since then quotations have eased somewhat but, as 
this is written, spot metal is priced at 42.62 cents, 
while contracts for forward metal are being made 
at 40.75 cents. This price for futures implies that 
the trade doesn’t look for any immediate softness 
in the copper market. 

American copper consumers apparently are com- 
ing around to the same way of thinking. Fabricators 
heretofore buying copper on a hand-to-mouth basis, 
thinking that it was only a question of time when 
the metal would fall below the 30-cent price, are now 
scrambling to buy spot metal to meet their immedi- 
ate needs. Some, in fact, are so concerned about 
supplies over the next few months they are asking 
the Government to divert future stockpile shipments 
until production can catch up. This concern is epito- 
mized in the Wire and Cable Section of the National 
Electrical Manufacturers Association’s telegram to 
Secretary of Commerce Weeks and to the ODM, say- 
ing a survey of nine out of 10 companies having rod 
mills reveals a shortage of approximately 15,000 
tons of copper wire bars to meet March orders. This 
is exclusive of the needs of certain large electrical 
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and automotive manufacturers who do their own 
copper fabrication. 


Rise in Price of Domestic Metal 


In view of the scarcity of spot copper, it is not 
surprising that the domestic price of the metal ad- 
vanced last January from 30 to 33 cents. Even this 
was somewhat of a belated move considering the 
curtailment of supply as a result of last summer’s 
strikes at the mines in this country and Chile, and 
the revival of demand which carried consumption of 
refined copper in the United States from a February, 
1954, low of 90,748 tons to 123,923 tons in Decem- 
ber of that year. That month’s total was the highest 
since June, 1953, in which consumption amounted 
to 140,331 tons, but at that the 1954 total of 1,251,- 
398 tons was about 213,000 tons under the previous 
year. 

This comparison points to the fact that the cur- 
rent copper scarcity is due, not so much to excep- 
tionally high consumption in this country, but more 
to a shortage stemming from curtailed output as a 
result of strikes at Rhodesian mines and Western 
Hemisphere mines and refineries last summer. In an 
effort to ease the domestic supply situation, Wash- 
ington, in an order effective last February 5, clamped 
down on copper exports, limiting February and 
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March quotas of pure copper scrap to 6,000 tons and 
copper content of alloy scrap to the same amount. 
The order made no change in licensing requirements 
bearing upon re-export of refined copper produced 
from foreign origin ores. 

News of these export restrictions undoubtedly was 
a factor in frantic English buying on the London 
Metal Exchange, sending the price of copper to the 
44.25-cent level, coming as it did at a time when the 
United Kingdom is consuming an appreciably greater 
copper tonnage. During 1954, copper deliveries there 
at the fabricator level totaled 574,376 long tons. This 
was made up of 438,651 tons of refined and 135,725 
tons of copper scrap, and compares with 1953 deliv- 
eries amounting to a total of 447,260 long tons, con- 
sisting of 322,311 tons of refined and 124,949 tons of 
copper scrap. 

The world copper situation was recently further 
upset by a strike of workers at the Rhodesian mines 
having a monthly output of 36,000 tons. Part of this 
production reaches the U.S., but inasmuch as it is a 
major source of supply for Britain, users there, fear- 
ful of a prolonged tie-up, turned to Canada and Chile 
to fill their needs. In all probability, many bought 
more copper than actually needed, thus further ag- 
gravating conditions. Although the Rhodesian labor 
situation has improved, with production getting back 
to about 60 per cent of normal, the improved output 
will have no immediate effect on copper supplies, as 
is usually requires about three months to take the 
ore out of the ground and place the refined copper 
within reach of the consumer. 

The jitters over available copper manifested by 
overseas copper consumers are mirrored by Ameri- 
can consumers, many of whom in anticipation of an- 
other price rise, are increasing buying for immediate 
needs, placing orders a month or two ahead. On the 
basis of the current supply situation, consumers’ 
fears of another boost in the price of copper may 
appear justified, but it is believed, on the other hand, 
that the big domestic producers, having more or less 
reluctantly advanced the price from 30 to 33 cents 
shortly after the beginning of this year, will en- 
deavor to hold the metal at the current price level. 
Some circles, while recognizing the great change 
in copper, believe it is only temporary and that 
within a few months supply and demand will be in 
balance, barring, of course, a repetition of last year’s 
strikes and no slip-ups in the scheduled opening of 


new mines now clearly in sight. 


Increase in Capacity 


Current projects in the U. S., alone are expecta 
to provide a net increase in productive capacity ¢ 
250,000 tons of copper annually by next year. Thi 
would be a gain of more than 25 percent over 1953 
total output, the world production increased }y 
supplies from new foreign sources. A new domesti 
property recently put into operation is the Coppe 
Range Company’s White Pine mine with a planng 
production of 35,000 tons annually, having poured its 
first copper last January 17. Miami Copper’s Coppe 
Cities properties got into the initial phase of oper. 
tions last August with the opening of the first sectioy 
of the concentrator. This property, capable of 22,50) 
tons annual production, reached full-scale produ. 
tion toward the end of 1954, the results of which 
should be reflected in Miami’s 1955 operations. Ap. 
other property which got underway in 1954 mit. 
summer is Phelps Dodge Corp.’s Lavender Pit min 
which should be producing its full quota of 38,00) 
tons this year. This should give Phelps Dodge a cap. 
acity output of 500,000 pounds annually. 

Before 1955 is ended, Kennecott’s Deep Ruth mine, 
with a planned production of 18,000 tons annually, 
should be operating, thus augmenting Kennecott’ 
Utah and Nevada copper output. The company ha: 
already gone ahead with plans to increase produc. 
tion from these latter properties by 4,750,000 pounds 
a month, bringing total monthly output of the Utah 
and Nevada mining divisions to more than 46,000. 
000 pounds of mill copper. Some time next year, if 
everything goes according to plan, Magma Copper’ 
big San Manuel mine should be in operation, pro- 
ducing in its first year 50,000 tons of copper ani 
2,200 tons of molybdenum concentrates, reaching in 
the next and subsequent years an annual capacity of 
approximately 70,000 tons or 140 million pounds of 
copper and 3,000 tons of molybdenum concentrates. 
All told, the 11 new copper mining projects that have 
been opened up during the last year or scheduled to 
go into operation this year and next, have planned 
production of about 300,000 tons, or approximately 
600 million pounds, to swell output also to be in- 
creased by stepped-up production from Kennecott’s 
domestic mines. 

Copper men as well as mill fabricators believe 
there will be a need for (Please turn to page 726) 

















































Statistical Data on Leading Copper Stocks 
1953 1954 

Net Div. 9 Months Div. 

Per Per Net Per Per Price Range Recent Div. 

Share Share Share Share 1954-55 Price Yield 
American Smelt. & Refining.......................... $ 2.87 $ 2.50 $ 2:32 $ 2.00 4734-277 45 4.4% 
DOMME SAIN conc ecccccsncnsccvsocosseeses 3.52 3.00 2.21 3.00 5412-2912 53 5.6 
Calumet & Hecla Svecsintes 2.20 Pe 76 .60 135¢- 73% 14 4.3 
Cerro de Pasco Corp. ................... 3.08 1.251 1.73 1.12% 4414-2014 45 2.4 
Granby Consol. M.S. & P............. 86 50 65 50 14-7 14 3.5 
NN INN 55a ou chess npcdceesss oko saendebeinararace’ 62 65 34 40 2052-1112 19 2.0 
Hudson Bay Mining & Smelt....... = 4,24 4.00 3.25 4.00 6214-3834 60 6.6 
Inspiration Consol. Copper......................... 4.21 3.00 3.17 3.00 4812-2142 47 6.3 
IEE MAMINNO 5 osseccnsssescsoeascnnsaesssusevecsrenes 8.20 6.00 7.193 6.00 11234-6458 110 5.4 
Magna Copper ........... Siiecitertieys eae) aa ae A o a ree 2 7034-251 71 a 
NE sos og cdcictrs coh oasvouscbovncpoepectatiess 5.12 2.00 2.184 2.50 397-2218 38 6.5 
aN os oo eons toeys eee uctee oe 4.02 2.60 3.02 3.00 551%4-30% 54 5.5 

1—Plus stock. 3—Actual; full year 1954. 
2—Paid 10% stock in 1953 and 7% stock in 1954. 4—6 months. 
ames a hsiemememeniaan i etait rarer ros ssneneieeaitinn Se 
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LIBERAL YIELDS on 





GUARANTEED RAILS 





By ROGER CARLESON 


or strength in the market for guaranteed or 
leased line rail stocks reflects increasing interest in 
these issues by inveestors with available funds who 
seek more liberal yields compatible with a high de- 
gree of safety than can be obtained in other good 
grade issues at current price levels. Adding to the 
attractiveness of many of the stocks making up the 
guaranteed rail group is the present strong tone of 
the rail share market, based on the improving 1955 
railroad earnings prospects and the longer-term 
potentials for capital gains as the trend toward ac- 
quisition of leased line rail stocks by the lessee 
railroads continues. 

While the possibility of price appreciation is 
always a factor worth considering, leased line rail 
stocks have an appeal to the investor more immedi- 
ately concerned with income return and safety. 
These issues, although they vary from each other in 
quality, depending upon conditions embodied in the 
leasing agreement or the strategic value of the leased 
line, have a generally high investment rating. In 
many instances, they rank on the same level as high 
grade bonds and always have been attractive as 


investment media for institutional investors, insur- 
ance companies, pension and college trust funds, and 
fiduciary institutions. With few exceptions, the is- 
sues are non-callable and dividends, at fixed rates, 
are payable when due regardless of earnings of the 
leasing road. 

In addition to the generally high rating given to 
most guaranteed rail stocks is the increasing poten- 
tial, already referred to, as the guarantors tend to 
acquire the leased line shares, reducing the amount 
of stock in the market and thus creating a scarcity 
value. Motivating the guarantors to such action is 
the desire on their part to get out from unaer a bur- 
densome Federal income tax levied against the leased 
line. One of the more recent moves to ameliorate 
these tax conditions is the offer being made by the 
New York Central Railroad to exchange its 25-year 
Collateral Trust 6% bonds at the rate of $150 prin- 
cipal amount for each share of Boston & Albany Rail- 
road capital stock on which, under the lease, Central 
is paying $8.75 a share annual dividends. Should 
Central acquire at least 80% of B & A’s capital stock 
it will be able to (Please turn to page 711) 
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Statistical Data on Guaranteed Railroad Stocks 
Approx. Recent 7-Year 

Guaranteed or Guarantor or Par Shares Lease Dividend Dividend Asked Current Price Range 

Leased Line Stock Lessee System Value Outstanding Expires Dates Rate Price? Yield* 1948-1954 

Allegheny & Western Ry. Balt. & Ohio $100 32,000 1 JJ1 $6.00 $108 5.5% 106 - 83 
Beech Creek R.R. N. Y. Central 50 120,000 2889 (Q)J1 2.00 44 4.5 41 - 27% 

Boston & Albany R.R. ... N. Y. Central 100 250,000 1999 (Q)M31 8.75 143 6.1 142 -100 
Canada Southern Ry. N. Y. Central 100 150,000 2903 FAI 3.00 64 4.6 60 - 35% 
Carolina, Clinchfield & Ohio ACL-L&aN 100 250,000 2922 (Q)J20 5.00 116 4.3 116%4- 9934 
Cleveland & Pittsburgh R.R. Pennsylvania 50 225,581 2870 (Q)M1 3.50 75 4.6 80 - 61% 

Delaware & Bound Brook R.R. Reading 25 72,000 2869 (Q)F20 2.00 48 4.1 48 - 38 

Mobile & Birmingham R.R. Pfd. Southern 100 8,976 1998 JJ2 4.00 %6 4.1 94 - 64 

North Pennsylvania R.R. Reading 50 110,453 2869 (Q)F25 4.00 92 4.3 97\2- 82 
Northern Central Ry. Pennsylvania 50 628,675 2910 JJIS 4.00 88 4.5 93 - 752 

Norwich & Worcester Pfd. .... N. Y., N. H. & H. 100 30,000 1969 (Q)J1 8.00 140 5.7 139%2-103 

Pittsburgh, Ft. Wayne & Chi. Pfd. Pennsylvania 100 197,188 2868 (Q)J5 7.00 167 4.1 175-115 

Providence & Worcester .... .N.Y., N.H. & H. 100 35,000 1991 (Q)D31 10.00 173 5.2 170 -128 

United N. J. R.R. & Canal ... ....Pennsylvania 100 212,404 2870 (Q)J10 10.00 238 4.2 252 -209 

W. Jersey & Seashore R.R. .. Penna.-Reading 50 231,729 2929 J51 3.00 64 4.6 69 - 47 

1_In perpetuity. 2_Quotations courtesy of Adams & Peck, New York. *—Based on recent asked price. 
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Selective 


The Dow industrial average 
reached a high of 408.89 in the 
first 1955 trading session and bet- 
tered that by less than 1.3% at 
the subsequent February 11 high 
of 413.89, from which it is down 
slightly at this writing. But the 
average is telling even less of the 
story of the market than it did in 
earlier “legs” of the bull market. 
That is because there is now rela- 
tively less demand for prominent 
“Big-Name” stocks, and more for 
secondary and speculative stocks. 
With the average doing little as 
we write, close to 150 new highs 
by individual stocks continue to 
be recorded in more or less typical 
trading sessions. The demand is 
selective, yet broad, following no 
general “patterns.” Among the 
many speculative stocks currently 
showing special strength, some 
examples as ACF Industries, Al- 
dens, American Airlines, Bath 
Iron Works, Bell Aircraft, Budd, 
Calumet & Hecla, Chance Vought, 
Copper Range, Crucible Steel, 
Evans Products, Fansteel, Gen- 
eral Cable, Hupp, Magnavox, 
Northwest Air Lines, Raytheon, 
Spiegel and Wheeling Steel. 


Others 

Some income stocks in good de- 
mand are American Snuff, Flor- 
ida Power (a growth utility), 
General Shoe, Brooklyn Union 


Gas, Detroit Edison, Ohio Edison, 
Pitney-Bowes, Southern Com- 
pany, Southern Natural Gas, Gen- 
eral Finance, Heinz, Pacific Fin- 
ance, Life Savers and Washington 
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Water Power. Medium-to-good- 
grade industrials in special favor 
at this writing include Caterpil- 
lar Tractor, Link Belt, Pullman, 
Black & Decker, Cutler Hammer, 
Continental Can, Continental Oil, 
McGraw Electric, Lone Star Ce- 
ment, International Nickel, Kim- 
berly Clark, and Sperry. 


Groups 


Among the best-acting stock 
groups currently are air lines, 
aluminum, auto parts, business 
machines, chemicals, construction 
stocks, coppers, department 
stores, electrical equipment, fin- 
ance companies, food brands, ma- 
chinery, metal fabricating, paper, 
petroleum, public utilities, rail 
equipment, rails, natural gas 
stocks, bank stocks, television- 
electronic issues and tires. 


Insiders 
In January sizable amounts of 





the following stocks were bought 
directly (not under option plans) 
by one or more of the officers or 
directors of the companies cited: 
Aluminum, Ltd., Aluminum Con- 
pany of America, Bliss & Laugh- 
lin, Butler Brothers, Colgate. 
Palmolive, Ekeo Products, Mor- 
rell, National Cash Register, New 
York Central, Rayonier, Ray. 
theon, Crown Zellerbach, Denver 
& Rio Grande Western, Moore- 
McCormack Lines, Pepsi-Cola, 
TXL Oil, United Merchants & 
Mfg., Rexall Drug and Worthing- 
ton Corp. 


Big Holders 


It is perhaps natural for many 
investors to prefer stocks in 
which insiders have substantial 
holdings, thus making their inter- 
ests in the fortunes of a given 
company presumptively identical 
with those of outside sharehold- 
ers; and to figure that they may 








Armco Steel Corp. 

Hooker Electrochemical ...... 
Fairchild Camera & Instrument 
International Business Machines 
Marquette Cement Mfg. ....... 
Norwich Pharmacal Co.................. 
Nopco Chemical 

Bethlehem Steel Corp.................. 








Hercules Powder Co. . 


Jones & Laughlin Steel 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1954 1953 

Year Dec. 31 $7.83 $6.50 

.. Year Nov. 30 1.20 95 
Year Dec. 31 3.51 1.93 
Year Dec. 31 11.35 8.32 

.. Year Dec. 31 5.19 4.28 
.. Year Dec. 31 2.27 1.61 
Year Dec. 31 2.66 1.88 
Quar. Dec. 31 4.88 4.05 
Year Dec. 31 5.10 4.20 
Quar. Dec. 31 1.31 89 
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be something the matter with a 
stock if management holdings are 
quite limited. This is not, how- 
ever, an open-and-shut proposi- 
tion. Essentially professional 
management, without either a 
large or a controlling stock inter- 
est, may be good, poor or indiffer- 
ent. In most cases, it is com- 
petent and tries to do the best 
possible job. Otherwise, it can be 
ousted by dissatisfied sharehold- 
ers. Where insider holdings are 
large or controlling, management 
may also be good, poor or indiffer- 
ent. There may be long-run dis- 
advantage for a company domi- 
nated by a single family or 
individual, Assuming present 
management is able, will future 
management — determined by in- 
heritance — be equally so? Will 
it vote adequate dividends or re- 
strict them for family or personal 
tax reasons? Where officers have 
acquired substantial or large hold- 
ings, did they risk their money on 




















e bought the basis of judgment, or get the 
n plans) stock on a profitable option plan? 
fficers or | Moreover, changes in sales, earn- 
es cited: | ings and dividends may be pre- 
1m Com.{ dominantly governed by factors 
; Laugh. | beyond the ‘control of any man- 
Colgate. | agement. One thing can be said 
ts, Mor-§ With certainty: Buying stocks in 
er, New} Which management holdings are 
r, Ray. | large has never been, and can 
Denver | never be, a foolproof way to make 
Moore. | Money. Depending on the many 
si-Cola, other factors, you can make or 
ants & | lose money in stocks where man- 
orthing. J 2gement holdings are large; and 
you can make or lose money in a 
stock where management holdings 
are small. 
Yr many 
chan fo Examples 
stantial But if you prefer stocks in 
r inter- f Which management holdings are 
1 given § large, here are some of the better- 
lentical § grade examples—among conserva- 





Wrigley, Grant, Cunningham, 
Drug Stores, Pet Milk, Pillsbury 
Mills. Among issues rated as 
growth stocks (some quite high 
on current earnings) are these: 
Aluminum Company of America, 
Columbia Broadcasting, Dixie 
Cup, Corning Glass Works Minne- 
sota Mining &\ Mfg., Motorola, 
Outboard Marine & Mfg., and 
Rohm & Haas. Among others are 
Chain Belt, Champion Paper, 
Federated Department Stores, 
Gould National Batteries, and 
U. S. Plywood. 


Best Chemical? 


Which is the best chemical 
stock? Answering this for the 
future is a tall order. Probably 
most analysts would say duPont, 
the biggest; or Dow, one of the 
most dynamic. But there is no 
question about which has been 
the best chemical stock to own in 
1954-1955. It is Rohm & Haas, 
strong in plastics and diversified 
chemicals used by a wide variety 
of costly consumer-goods indus- 
tries. At 310 currently, the stock 
has more than doubled from 1954 
low of 148. For 1954 the company 
showed gains of 10% in sales, 
nearly 439% in pretax net and 
about 90% in earnings, the latter 
reaching $12.52 a share, against 
$6.73 in 1953, when EPT was a 
heavily restrictive factor. How- 
ever, the wide gain in 1954 pre- 
tax net did much more to boost 
profit than did EPT lapse. Selling 
at 24 times earnings, the stock is 
now far from cheap. Dividends 
are $1.60, plus 4% a year in stock. 
The cash yield is a trifling 0.51%. 
The stock dividend, at current 
price of the stock, is worth $12.40 
a share, however, and is tax free. 
So figured, the total return at 
present price is 4.51%, with the 
greatest part of it not subject to 





























rehold- § tive income-stocks: Brown Shoe, taxes. This explains the stock’s 
ay may | General Shoe, Melville Shoe, appeal to wealthy investors in 
— ae — 
| DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1953 1954 1953 
$6.50 National Steel Corp... ....... Quar. Dec. 31 $1.51 $1.80 
95 Budd Co. ..... Year Dec. 31 1.60 2.88 
1.93 OCC CCT Sn oe ae Seo ae Year Oct. 31 2.76 3.37 
8.32 Eagle-Picher Co. .. oh .. Year Nov. 30 2.47 3.28 
4.28 Louisville & Nashville R.R. Year Dec. 31 8.09 13.10 
1.61 American Steel Foundries eRaear vats cee Quar. Dec. 31 17 1.31 
1.88 Joy Manufacturing Co....... .. Quar. Dec. 31 1.02 1.40 
4.05 Liquid Carbonic Corp. .. Quar. Dec. 31 .30 54 
4.20 International Harvester ............................. Year Oct. 31 2.24 3.46 
89 Morcmite City SIGO). ..............-ccsccccecssecceesesscace Year Dec. 31 2.04 3.55 
— 
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high tax brackets. No other im- 
portant chemical stock equalled 
this one in 1954-1955 market per- 
formance or gain in earning 
power. At 310, with only 973,123 
shares outstanding, why does not 
the management split the stock? 
With 53% of it closely held, the 
“management,” in effect, is the 
Haas family and, more specific- 
ally, Chairman Otto Haas. He 
alone can tell you why the stock, 
above 100 in each of the last five 
years, has not been split; and 
whether or when it might be split. 


Video 

Television-electronics stocks, al- 
ready advanced, have recently 
gained in speculative-investment 
popularity. Reasons: (1) The 
companies are faring better than 
had been expected in unit sales 
of standard (non-color) _ sets. 
Sales gained strongly in 1954; 
current demand remains good; 
and moderation in production 
rates suggests that the past head- 
ache of inventory excess at the 
retail end may be avoided. (2) 
Color television on any significant 
scale is still ahead, and far enough 
ahead to permit free rein for the 
speculative imagination. (3) In 
some cases, profitable electronic 
defense business is important, 
and assured for some time to 
come. In general, we prefer issues 
with a high video-electronic con- 
tent to those with any consider- 
able content of non-video house- 
hold appliances. Examples, most 
of them high on present earning 
power, include Radio Corp., Co- 
lumbia Broadcasting, Sylvania 
Electric, Stromberg-Carlson, Mo- 
torola, Zenith Radio, Magnavox 
and Hoffmann Electronics. At 
this stage, we are more inclined 
to favor riding the popularity 
vogue for a further time, if you 
already hold representative issues, 
than to recommend new buying. 


Movies 


Television seems to have had its 
maximum adverse impact on the 
movie makers, at least until color 
TV comes along on an important 
seale. Actually, it has helped the 
movie industry by forcing it to 
wake up, develop wide-screen pro- 
jection and concentrate on better, 
but fewer, pictures, with benefit 
to profit margins, All the movie 
stocks have had sizable-to-large 
advances. (What stocks haven’t, 
where there is betterment of 
profits?) But they are not exces- 
sively priced on earnings. In 

(Please turn to page 731) 
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The Business Analyst 


By E. K. A. 


The rise in unemployment during January, recently reported 
by the U.S. Department of Labor, has occasioned some uneasi- 
ness among business men and investors, many of whom have 
been at a loss to understand how unemployment could be 
increasing while the recov- 
ery in business continued to 
forge ahead. 

Actually, the increase — 
from 2,838,000 in December 
to 3,347,000 in January— 
was less than seasonal. There 
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BUSINESS ACTIVITY 


PER CAPITA BASIS 


mW. S. INDEX 
1935-39 = toe 


Two always is a sharp drop in 
= the number of employes in 
retail establishments once 

the Christmas shopping rush 

i is over and extra employes 
poy taken on for the holiday 


season only are laid off. 
Hence, a seemingly sharp 
rise in unemployment in 
January is not cause for 
concern. 

During the winter months, 
activity in a number of lines, 
particularly in construction 
and on farms, slackens to 
add to the numbers of un- 
employed. Unemployment 
normally reaches its sea- 
sonal high in February or 
March, declining thereafter 
until September or October 
when seasonal factors again 
induce its rise. 

January unemployment of 
3,347,000 compared with 
3,087,000 in January last 
year and the recent January 
high of 4,480,000, in 1950 
when we were emerging 
from the 1949 business re- 
cession. Although much po- 
litical capital is being made 
of the present number of un- 
employed, it is interesting to 
note that it is much below 
that in 1950 when not much 
attention was being paid to 
unemployment statistics. 

But, it is somewhat diffi- 

cult for most people to un- 
U derstand why unemployment 


at higher levels than last 
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WHAT’S AHEAD FOR BUSINESS 






year. There are sev- 
eral reasons for this. 

With the popula- 
tion increasing rap- 
idly, the number in 
the labor force is 
rising steadily. If 
business activity 
were to stand still, 
and there were no 
other factors in the 
picture, we could 
expect annual in- 
crements to the 
number of unem- 
ployed. During Jan- 
vary, the estimated 
labor force — both 
employed and un- 
employed — was 
63,497,000 versus == 

62,840,000 last ~~ 
year. While unemployment was higher, so, too, was employ: 
ment, from 59,753,000 to 60,150,000. 

Much of the sharp rise in population in recent years has 
been in the lower age group not yet of working age. A few 
years hence, as the big postwar baby crop begins to leave 
school and look for work, unemployment could become o 
serious problem as a result of the then very sharp annual 
rise in the total available labor force. In all probability, how- 
ever, on the basis of long historical experience, these sharp 
annual increments to the available labor force will be readily 
absorbed in various lines of business. 

In industry, the steady rise in productivity and its effects are 
worth noting. During January, employment of factory produc- 
tion workers was 3.6 percent smaller than a year earlier 
while production of manufactures, as measured by the Fed- 
eral Reserve Board, was about 5 percent larger. This trend 
is somewhat greater than can be accounted for by the esti- 
mated annual gain in productivity, which in turn is due in 
large measure to the tremendous sums that industry has in- 
vested and is continuing to invest in improved machinery. 

The apparent greater than average gain in productivity 
in manufacturing since a year ago may be due in part to 
what is termed “automation.” Increasingly in industry, electronic 
controls are being used to schedule and guide the production 
process. Some authorities say that this is the beginning of the 
second Industrial Revolution, when machines rather than men 
run other machines. In the long run, improvements in mo- 
chinery always have contributed to improved standards of 
living for the population as a whole, but it is not impossible 
that automation may create some difficulties in the years 
ahead but these problems can be solved. 
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MONEY & CREDIT—The successful completion of the Treas- 
ury’s refunding operation has cleared the decks for other 
borrowers who are getting ready to make heavy requisitions 
on available long-term funds. Corporate offerings are leading 
the way and as of February 17, definite offering dates had 
been set for more than $500 million worth of bonds, in contrast 
to less than $200 million at the beginning of February. Still 
in the planning stage are a number of big flotations, featured 
by American Telephone & Telegraph’s plans for a $650 million 
convertible debenture issue sometime this Spring. Stock flota- 
tions are also expanding, with the current General Motors 
offer of 4,385,000 common at $75 a share to net the company 
some $325 million, getting the most attention. Underwritten by 
Morgan, Stanley & Co. which stands ready to take any stock 
not subscribed for by others, the reliance on equity financing 
by the nation’s largest auto maker is expected to re-invigorate 
this method of raising needed capital. State and local gov- 
ernments are also putting their money raising machinery into 
high gear, with revenue bonds the most popular type of 
borrowing vehicle. Large issues in this category which are 
approaching the offering stage include $183 million for two 
Texas toll expressway projects and $390 million for the Illinois 
turnpike system, to mention just a few. 

The upsurge in new long-term financing is not just a sea- 
sonal phenomenon that will subside quickly. On the contrary, 
demand for long-term funds, on the basis of current good 
business conditions, is expected to mount considerably from 
1954 levels. The big expansion in demand will center in real 
estate and municipal borrowing with increases of $1.9 billion 
projected for each of these fields. Although available funds 
should rise by some $2.0 billion, this will not equal the increase 
in demand, leaving the prospect of tough competition for 
money and higher interest rates. 

Bondholders have been sizing up this year’s supply-demand 
outlook for money with a wary eye and the result has been 
somewhat lower prices in recent weeks. Although the 40-year 
3's of 1955 were still commanding a % point premium on 
February 21, the 3%4s of 1983-1978 had receded another 1% 
points since February 7. Highest grade corporates also were 
lower and the average yield on this type of issue rose 3 basis 
points to slightly over 3%. Tax-exempt obligations have been 
steady in recent weeks but the real test of the solidity of 
demand in this field will come when new issues begin to hit 
the market in volume. 
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TRADE—Retail sales in mid-February were running slightly 
ahead of a year ago with total dollar volume about 1% 
higher, according to estimates by Dun & Bradstreet. Sales of 
food remained high but apparel demand eased somewhat. 
Auto purchases were at advanced levels although not equal- 
ling the current volume of output. 


The Commerce Department reports that retail stores sold 
$13.2 billion worth of goods in January. Sales in the first 
month of 1955, after seasonal adjustment, were 1% under 
the record December figures but 10% ahead of a year ago. 


MARCH 5, 1955 


The Business Analyst 


HIGHLIGHTS- 











[WEEKLY REPORTING MEMBER BANKS} 





, fa 
eet ap 


T 
LIONS OF DOLLARS 














a) 





























TAL LOANS 


Be 


INVESTMENTS IN 
U.S. GOVERNMENTS 








a’ 










































































COMMERCIAL LOANS 


LPL 


DJFMAMIJVA SO 


1954 




































































Auto sales were down more than seasonally from December 
but were still far ahead of January, 1954. 
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INDUSTRY—Industrial production was slightly higher in Jan- 
vary and the Federal Reserve Board’s seasonally adjusted 
index of output rose to 131% of the 1947-1949 average, from 
130 the previous month and 125 a year ago. High for this 
indicator was 137, reached in May and again in July, 1953. 
Sharpest gains in January were in output of minerals, primary 
metals and transportation equipment. Auto production ac- 
counted for the strength in the latter category with 660,000 
cars assembled in January and daily output continuing to 
advance in the first half of February. Television production 
declined further from recent very high levels. Steel manufac- 
ture has risen steadily and was scheduled at 88% of capacity 
for late February as compared with 83% in January. 
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TRADE—Spot prices of active commodities were somewhat 
lower in the two weeks ending February 18, according to the 
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MELITARY EXPENDITURES—$b (e) Nov. 3.1 3.2 3.6 1.6 
Cumulative from mid-1940. Nov. 570.4 567.3 $25.7 13.8 
FEDERAL GROSS DEBT—$b Feb. 15 278.3 278.4 274.7 55.2 
MONEY SUPPLY—$b 
Demand Deposits—94 Centers. Feb. 9 57.4 57.6 54.8 26.1 
Currency in Circulation Feb. 16 29.7 29.8 29.8 10.7 
BANK DEBITS—(rb3)** 
New York City—$b Dec 62.6 63.2 55.4 16.1 
344 Other Centers—$b Dec 103.2 99.1 94.7 29.0 
PERSONAL INCOME—$b (cd2) Dec 291.1 289.3 287.0 102 

Salaries and Wages Dec 197 198 196 99 

Proprietors’ Incomes Dec 49 48 50 23 

Interest and Dividends. Dec 26 25 24 10 

Transfer Payments. Dec 17 16 14 10 

(INCOME FROM AGRICULTURE) Dec 15 15 17 3 
POPULATION—m (e) (cb) Jan. 163.9 163.7 161.1 133.8 

Non-Institutional, Age 14 & Over__ | Jan 116.9 116.8 115.7 101.8 
Civilian Labor Force Jan 63.5 63.5 62.8 55.6 
Armed Forces. Jon 3.2 3.3 35 1.6 

ployed Jan 3.3 2.8 39 3.8 

Employed Jan 60.2 60.7 59.8 51.8 

In Agriculture Jan as Sid 5:3 8.0 
Non-Farm Jan. 54.9 55.4 54.5 43.2 

Weekly Hours Jan 40.8 41.3 41.0 42.0 
EMPLOYEES, Non-Farm—m (1b) Jan 47.8 49.5 48.1 37.5 

Government Jon. 6.8 7.1 6.7 4.8 

Trade Jon 10.5 11.4 10.4 79 

Factory Jan 12.5 12.7 13.0 ibd 
Weekly Hours. Jan 40.2 40.6 39.4 40.4 
Hourly Wage (cents) Jon 1.84 1.83 1.80 77.3 
Weekly Wage ($)__— Jan 73.97 74.30 70.92 21.33 

PRICES—Wholesale (ib2) Feb. 15 110.3 110.3 110.5 66.9 

Retail (ed) Feb. 15 207.4 207.6 209.1 116.2 

COST OF LIVING (Ib2) Dec 114.3 114.6 114.9 65.9 

Food Dec 110.40 «119.1 112.3 64.9 

Clothing Dec 104.3 104.6 105.3 59.5 

Rent Dec 129:4 1292 127.6 89.7 

RETAIL TRADE—$b** 

Retail Store Sales (ced) Dec 15.1 14.4 13.9 4.7 
Durable Goods Dec 53 49 4.6 a3 
Non-Duroble Goods. Dec 9.8 9.4 9.3 3.6 

Dep't Store Sales (mrb) Dec 0.89 0.86 0.86 0.34 

Consumer Credit, End Mo. (rb) Dec 30.1 29.2 29.5 9.0 

MANUFACTURERS’ 

New Orders—$b (cd) Total**____ | Dec 25.3 24.4 22.0 14.6 
Durable Goods Dec sf a5 9.6 r | 
Non-Durable Goods Dec 13:3 12.8 12.5 y | 

Shipments—$b (ed)—Total** Dec 24.9 24.4 24.1 8.3 
Durable Goods Dec 12.0 11.6 11.6 4.1 
Non-Durable Goods________———S «zee 12.8 12.8 12.6 4.2 

BUSINESS INVENTORIES, End Mo.** 

Total—$b (cd) Dec 775 Tha 81.1 28.6 
Manufacturers’ Dec 43.8 43.8 46.7 16.4 
Wholesalers’ Dec 135 117 i rg 4.1 
Retailers’ Dec 22.2 22:1 22.7 8.1 

Dept. Store Stocks (mrb)_______ | Dee. 2.4 2.5 2.5 1.1 

BUSINESS ACTIVITY—1—pe Feb. 12 203.9 2044 187.2 141.8 

{(M. W. S.)—1—np___ Feb. 12 256.7 257.3 231.6 146.5 





(Continued from page 715) 


Bureau of Labor Statistics sensitive index of 
22 commodities, which fell 1.0% during 
the period to 91.0% of the 1947-1949 
average. Most components of the index 
participated in the decline with raw food- 
stuffs and livestock dipping the most. The 
index of metal prices countered the trend, 
gaining 1.7%, mainly the result of a sharp 
increase in scrap copper prices. 
* * * 

The nation’s OUTPUT OF GOODS 
AND SERVICES rose swiftly in the fourth 
quarter of last year, after nine months of 
sidewise movement at depressed levels. 
The gain amounted to $6.5 billion at an- 
nual rates to bring the gross national prod- 
uct to $362.0 billion versus the top of 
$369.9 billion in the second quarter of 
1953. The components which contributed 
to the expansion in the last three months of 
1954 included personal consumption ex- 
penditures, up $2.9 billion, new construc- 
tion, which rose $0.8 billion, our net for- 
eign investment which increased by $1.0 
billion ,a gain of $0.3 billion in spending 
by State and local governments and a re- 
duced rate of inventory liquidation—from 
$4.8 billion in the third quarter to only 
$1.3 billion in the September-December 
period. This factor alone thus accounted for 
$3.5 billion of the rise in national product. 


* * * 


The STEEL INDUSTRY is now capable 
of turning out 125,828,000 tons of steel a 
year, at capacity operation, an increase of 
1.5 million tons from a year ago and 34 
million tons above capacity at the end of 
World War Il. The steel companies spent 
$680 million in the past year for expansion 
and improvement and are planning a simi- 
lar scale of outlays in 1955. At times dur- 
ing 1954, a good part of capacity stood 
idle as output slumped under the 70% of 
capacity mark. In recent weeks, however, 
with production approaching the 90% 
level some companies have restored par- 
tially obsolete facilities to production in an 
attempt to fill orders speedily. 


* * 


CONTRACT AWARDS for new con- 
struction in January were valued at $1,504 
million, biggest January in the 64 years 
that F. W. Dodge Corporation has been 
compiling the figures. The January results 
were visibly under December’s $1,839 mil- 
lion of contracts but this decline was re- 
garded as mostly of a seasonal nature. 
The biggest year-to-year gain in January 
awards was in the residential field where 
contracts rose by 49% to a total of $690 
million. Heavy engineering contracts, at 
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Latest Previous Pre- 
Wk. or Wk.or = Year Peorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—Ia np (rb) Jan. 131 130 125 93 $249 million, were 15% ahead of a year 
Mining Jan. 121 117 113 87 ago and nonresidential awards, which 
Durable Goods Mfr. San. 146 145 141 88 amounted to $565 million, gained 19% 
Non-Durable Goods Mfr. a2 Wen: 119 118 113 89 over January, 1954. 

CARLOADINGS—t—Total Feb. 12 644 641 624 933 * * * 

Mise. Freight ——| Feb. 12 336 333 334 379 Manufacturers delivered 6,315,406 
Mdse. L. C. L — | Feb. 12 63 61 “ 66 PASSENGER CAR TIRES in December, 
Grain Feb.12 = 44 45 “ 43 1954, 9.7% ahead of the previous month 

ELEC. POWER Output (Kw.H.) m Feb. 12 9,922 10,047 8,684 3.266 and 13.6% above December, 1953, ac- 

SOFT COAL, Prod. (st) m Feb. 12 8.7 8.7 7.6 . 108 a fo competion: by te Renee 
Cumulative from Jon. 1______| Feb. 12 520 «433 49.1 ~—- 4a | Manutacturers Association. Output in De- 

cember amounted to 7,214,888 casings, 
ee | Dec. 69.2 71.0 80.6 61.8 an 11.3% gain over Neveadber. With pro- 

PETROLEUM—(bbis.) m duction topping deliveries, stocks on hand 
Crude Output, Daiy______ | Feb. 11 6.7 67 6.3 4.1 rose to 12,228,000 tires, 7.9% ahead of 
Gasoline Stocks Feb. 11 174 71 74 86 a month earlier. A year ago, manufac- 
Fuel Oil Stocks — |Feb. 11 47 48 46 94 turers’ stocks totaled 13,043,064 tires. 
Heating Oil Stocks Feb. 11 76 82 73 55 * 7 * 

LUMBER, Prod.—(bd. ft.) m Feb. 12 256 251 229 632 Newspapers consumed 383,520 tons of 
Stocks, End Mo. (bd. ft.) b_____] Dec. 9.1 9.1 9.0 7.9 NEWSPRINT in January, an increase of 

STEEL INGOT PROD. (st) m Jon. 8.8 8.3 8.0 70 | 26% over a year ago, the American 
Cumulative from Jan. 1 ‘| Jan. 8.8 88.3 88.0 74,7 | Newspaper Publishers Association has re- 

ported. Stocks of newsprint held by the 

ENGINEERING CONSTRUCTION papers at the end of January amounted to 
AWARDS—$m (en) Feb. 17 194 298 150 94 44 days’ supply versus 39 days a month 
er te Ten a ee SS So earlier and 48 days supply on hand at the 

MISCELLANEOUS end of January, 1954. Total consumption 
Paperboard, New Orders (st)t______ | Feb. 12 246 351 216 165 of newsprint by all types of users in the 
Cigarettes, Domestic Sales—b_____ | Oct. 32 33 35 17 United States totaled 504,632 tons in Jan- 
Do., Cigars—m Oct. 567 569 589 543 vary compared with 477,707 tons in the 
Do., Manufactured Tobacco (Ibs.)m. | Oct. 18 19 18 28 same month of 1954. 











b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerze Dept., seasonally odhaned monthly totals at annua! rate, betore taxes 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. 1—Seasonally adjusted index 
'1935-9—100). la—Seasonally adj. index (1947-9—100). |b—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
ons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
or population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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No. of 1954-55 Range 1955 1955 ae = 
2 (Nov. 14, 1936, Cl.—100) High Low Feb. 11 Feb. 18 
issues (1925 Cl.—100) High low Feb. 11 Feb. 18 | 109 HIGH PRICED STOCKS 192.0 1240 191.0  192.0H 
300 COMBINED AVERAGE.......... 301.7 192.8 299.0 301.7H 100 LOW PRICED STOCKS 372.8 225.0 367.7 372.8H 
4 Agricultural Implements....... 300.0 189.7 300.0 291.9 4 Gold 827.4 517.4 777.5 741.8 
3 Air Conditioning (‘53CIl.—100) 123.0 99.0 111.4 114.8 4 Invest. Trusts 149.7 99.5 149.7 149.7 
10 Aircraft (‘27 Cl.—100) «.. VOGE? 404.4 1066.4 1066.4 3 Liquor (‘27 Cl.—100) 1080.1 805.8 1004.5 982.9 
7 Airlines (‘27 Cl.—100) seress VIORO 512.3 1075.6 1169.6H 9 Machinery 356.6 210.0 340.4 356.6H 
4 Aluminum (‘53 Cl.—100) . 2246 99.0 212.8 224.6H 3 Mail Order 174.0 110.2 169.1 174.0H 
7 Amusements .. mA 159.8 87.6 158.2 156.6 4 Meat Packing 123.6 85.7 122.4 123.6H 
9 Auto Accessories .............. 330.5 241.3 324.2 330.5H 5 Metal Fab’cat’g (’53 Cl.—100) 177.1 101.1 170.6 177.1H 
6 Automobiles ......... re 47.5 38.4 46.2 45.2 10 Metals, Miscellaneous 390.7 215.1 390.7 390.7 
4 Baking (‘26 Cl. —100). 29.5 23.0 29.5 29.2 4 Paper 815.6 466.0 815.6 815.6 
3 Business Machines .................. 857.5 362.3 797.6 857.5H | 22 Petroleum 614.0 412.1 614.0 614.0 
6 Chemicals : " 501.0 369.3 501.0 491.2 22 Public Utilities 244.3 194.4 244.3 244.3 
3 Coal Mining .. ; : 15.6 9.4 15.6 15.6 7 Rail Equipment 84.6 52.8 81.6 84.6H 
4 Communication ....... . Ske 61.0 108.1 111.3H 20 Railroads : 68.6 51.0 67.3 68.6H 
PL CONRCLUCHOIN -<c.2c12.-20acsestiscesdces 118.5 64.0 117.4 118.5H 3 Soft Drinks 478.3 380.1 478.3 478.3 
OCOWNOMNOE <ccvcsccscascusterssdeevessess 725.9 495.4 711.4 718.6 11 Steel & Iron } 241.8 133.8 239.6 241.8H 
One 257.0 1406 254.7  257.0H | 4 Sugar .. ‘cco 47.3 59.5 57.8 
DOE visieecciiisitincnnimen: Te WE Te tes 2 Sulphur .. 880.2 564.3 880.2 9871.8 
6 Dept. Stores ...... ee 85.6 56.8 85.6 84.0 10 Television (‘27 Cl. —~100) hee 45.6 29.0 42.3 45.6H 
5 Drugs—Eth. ('53 Cl. —100)  VWE0 97.0 132.3 132.3 NIN oon cosa bask in vaiissaieatestceecss 158.9 101.3 158.9 158.9 
6 Elec. Eqp. (’53 Cl.—100)........ 174.7 99.0 170.0 174.7H 3 Tire & Rubber ... J5G9 86.3 150.8 149.4 
MUUNONGN fos oyc.c7ctscakecv ois 626.5 394.8 626.5 620.3 DE WRI core) ones eec kas Saasecidncee 87.1 73.5 84.5 81.9 
PERCE ONENESS iiadcccccicccisccccacees 271.9 194.6 271.9 qe SZ VOGT GS SUONOO so. cenciciccccsetess SIA2 274.4 315.0 308.8 
SUR OGE GIOPMS: 6, ccs isscesssastasscsecets 151.6 130.2 147.8 147.8 5 Unclassified (49 Cl.—100)...... 133.7 106.2 153.7 153.7 
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Commodity futures were weak in the fortnight ending Feb- 
ruary 21 and the Dow-Jones Futures Index lost 6.02 points to 
close at 163.40, lowest level since December, 1953, although 
still well above that year’s bottom of 153.8. Wheat futures 
were subject to heavy liquidation and the May option gave 
up 10% cents in the two weeks ending February 21 to close 
at 216'2. Improved moisture conditions in the Southwest and 
official indication that tight acreage controls will not do much 
to cut down surplus supplies, brought out urgent selling and 
support was negligible. However, further price declines may 
result in a contraction of offerings as “free” supplies on the 
farm are rather limited. May corn gave up 4 cents in the 
period under review to close at 1515. One hundred pounds 
of hogs are now selling for only 10.9 times the price of a 
bushel of corn as against a ratio of 16.4 a year ago and this 
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may hobble consumption. The visible supply of corn at a recey 
date was higher, amounting to 51,310,000 bushels againg 
31,849,000 bushels a year earlier. However, it is hoped thy 
exports will improve in view of the indicated reduction i} 
Argentina’s exportable surplus. May cotton lost 18 points if 
the fortnight ending February 21 to close at 34.72 cents, Rie 
possessions from the 1954 loan now are above entries inhh @ 
the loan, raising the possibility that total loan placemens§ © 
this season will be well below expectations. The House Agri. 
cultural Committee has approved a bill to increase this year 
acreage allotments by 3% and this has further depressed 
sentiment. However, cotton consumption is holding up wel, 
with distribution from August 1 through January 31 amounting 
to 6,456,000 bushels, which is 509,000 bales above the co. 
responding period of the previous season. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1954-55 1953 1952 1951 1945 1941 1938 1937 
BN sie ae 154.4 162.2 181.2 215.4 111.7 88.9 57.7 866 
I scsi enscsemats 147.8 147.9 160.0 1764 986 58.2 47.3 546 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
Date 2Wks. 3Mos. 1 Yr. Dec. 6 Date 2Wks. 3Mos. 1 Yr. Dec.é 
Feb.18 Ago Ago Ago 194) Feb. 18 Ago Ago Ago 194! 
22 Commodity Index 91.0 91.9 90.3 87.5 53.0 5 Metals 104.1 102.3 100.0 79.9 546 
9 Foodstuffs 88.9 90.4 92.0 98.2 46.1 4 Textiles 86.2 86.8 83.9 87.7 563 
3 Raw Industrial 92.3 929. 89.0 80.7 58.3 4 Fats & Oils 67.5 68.6 69.1 73.9 556 
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WHATS NEW? 


—A Record of Important 
Company Developments 









B. F. Goodrich Co. has increased the price of pas- in 1954 was due to the financing of the purchase of 
senger car and truck tires from 214 to 5%. Special- Sponge Rubber Products Co. Adjusted for the recent 
sized industrial tires for inter-plant and materials- 2-for-1 stock split, Goodrich cash dividends are now 
moving use will be raised 714%. Similar action is 45 cents quarterly compared with the previous equiv- 
expected from the other major tire producers. Higher alent rate of 40 cents quarterly. 
tire prices are due to tightness in the natural rubber 
market which has resulted from the Far East crisis. General Electric Co. startled the investment world 
Unless this is alleviated in the near future, still the other day by announcing that its scientists for 
higher prices may be expected. In 1954, dollar value _ the first time had discovered a process by which 
of Goodrich sales declined by $44 million, or from exact duplicates of the diamond could be created. 
$674 million to $630 million. Despite the decline, earn- Lest investors become unduly excited over the pros- 
ings per share rose to $4.40 on the 8.8 million com- pects, however, it is well to consider that the new 
mon shares outstanding compared with $4.08 a share synthetic diamond is too small to use even for in- 
on the nearly 8.4 million shares outstanding the dustrial purposes and is still far from a size where 
previous year. The increase in the outstanding stock it could compete with the gem. The stock ran up a 
few points on the strength of the 
announcement but settled back on a 
more realistic appraisal of the pros- 
pects for the new discovery. For a 
long time to come G.E.’s earnings 














Important Dividend Changes 
February 9th to February 22nd 

















—s" INCREASED DIVIDENDS STOCK DIVIDENDS (Including Stock-Splits) will come from basic products and 

go 1941 <= Og not from diamonds. 

99 54 New Rate Period Rate 

77 ps Cutler Hammer $ .60 Qu. Ex-Cell-O ‘tnt 

i) “ i : e ii 4° “yy”? <4 ‘ 7 > 

39 SOE Gok 150 Qu. | Magnavox Co. 5% Chrysler Corp.'s 1954 earnings, 

: Sperry Corp. 5 at $2.13 a share were disappointing 

= Bankers Trust, N. Y. 65 7 

i Te Briggs & Stratton 60 Qu. _| American Stores 5 but not unexpected. Most of the 

= . ; * | Creole Petroleum 3-for-1 * * he 1 
Kimberly-Clark A5 i earnings came in the last quarter, 
: oi Penn Dixie Cement 3-for-1 , 

AR. Eeseaiete soot 75 QU. | pooublic Steel 2-for-1 the company having earned only 
og Mi = Gu. | West Penn Elec. 2-for-1 43 cents a share in the first 9 
Mnyees . ‘50 ____ | bily-Tulip Cup ..... 2-for-1 months. The president has just 
Pittsburgh Plate Glass 45 Noranda Mines ...... 2-forl stated that the company now ac- 
Dresser Industries 62% Qu. counts for more than 18% of the 
Grace (W. R.) & Co... 50 Qu. RESUMED DIVIDENDS 
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- 00 ia Neo eo nation’s retail car sales. At one 


Southern Calif. Edison 60 Qu. | Crucible Steel. Corp. of America... $ 50 time in 1954, it accounted for only 
Crown Zellerbach 60 Qu. | Glen Alden Coal .......... 10 about 11%. The full effects of the 



































REDUCED DIVIDENDS American Bosch ..................... 25 great improvement will not be wit- 
nessed earningswise until figures 
Rate _—Period INITIAL DIVIDENDS for the first quarter 1955 are re- 
Pittsburgh Screw & Bolt 10 ° 
Westinghouse Air Brake .30 Qu. | Texas Gulf Sulphur....... 50 leased. These should be quite sub- 
Lorilleare (P.) occcccccsssceeee 50 _...... | Whirlpool Corp. ............. 25 stantial, and earnings from $2.50 
Goodrich (B. F.) Co. (new) 45 to as high as $3.50 a share would 
EXTRA DIVIDENDS United Carbon ............ 45 not be surprising. 
R z McGraw Electric (new) : 50 
ate Period 
Canada Dry Ginger Ale.......... .20 Qu. ° 
1937 First National Stores ...... ee .40 OMITTED P National Supply Co. Recent ti 
Solar Aircraft o.oo SS Cae ae tivity of this stock is largely predi- 
B38 Great Western Sugar.......... .25 .... | Bigelow-Sanford Carpet ..0.0000000.00 1. cated on the continued expansion 
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with the Northwest particularly 
active. This company earned $6.05 
a share in 1954 and earnings 
should go higher this year. Other 
companies in the oil and natural 
gas supply field are: A. O. Smith, 
Byron Jackson, Reed Roller Bit. 


Amer. Tel. & Tel. Co. will offer, 
subject to stockholder approval 
April 20, $650 million convertible 
debentures. Terms of the offering 
have not been disclosed but in the 
last convertible debenture issue, 
stockholders were given the op- 
portunity to subscribe to $100 de- 
bentures for each 7 shares of 
capital stock held. With over 48 
million shares now outstanding, 
and $650 million of funds to ac- 
quire, and assuming approxi- 
mately the same ratio as in the 
last issue, the company would 
have to offer rights on the basis of 
$100 convertible debentures for 
every 8 shares held. Similar rights 
in the past have always proved 
profitable for A.T.&T. stock- 
holders. 


Ex-Cell-O Corp. has split its 
stock 2-for-1 and the new shares 
will be distributed April 1. We 
have recommended this stock a 
number of times in the past sev- 
eral years, the last occasion at 
7614 in the Dec. 25, 1954 issue. 
The high since was 10714. The 
company has just acquired the 
Michigan Tool Co. (and its Ca- 
nadian subsidiary, Colonial Tool 
Co.) whereby, giving effect to the 
new split up, Michigan Tool stock- 
holders will receive 2 shares of 
Ex-Cell-O for each 4 shares held. 
The new merger is expected to 
strengthen both companies as a 
practical means of facilitating di- 
versification. 


Archer-Daniels-Midland Co. has 
announced that owing to the stub- 
born demand by soybean growers 
for higher prices, it would close 
down its important Decatur, III. 
plant. Other processors face simi- 
lar problems as profit margins on 
this production declines. When 
the new crop is planted in May 
and June, however, an exceedingly 
large carryover is envisaged 
which would tend to depress the 
price. The present plant closings, 
therefore, may be regarded as 
temporary but will affect earnings 
as long as this situation continues. 
Major soybean processors, in ad- 
dition to Archer are: A. E. Sta- 
ley, General Mills, and Central 
Soya Corp. 
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Textron American, Inc. The 
merger between this company 
and American Woolen and Rob- 
bins Mills was finally approved by 
the stockholders after many vicis- 
situdes. Total assets of the new 
company will be about $162 mil- 
lion, making it one of the very 
largest companies in the textile 
field. There is a $300 million sales 
goal by 1956. Half of this is ex- 
pected from textile, and half from 
non-textile activities for radar 
and aircraft engine parts. The 
new company expects to develop 
its non-textile business to a sub- 
stantial degree. 


Chesapeake & Ohio Rwy. For 
the first time in its history, C & O. 
has carried more merchandise 
freight than coal. Merchandise 
traffic revenue in 1954 was $143 
million and coal & coke traffic 
$138 million. The company now 
rests on a much more solid foot- 
ing than when it was largely de- 
pendent on coal & coke traffic. 
Important changes in 1954 were 
the reduction—through purchase— 
of 36,468 shares of 314% conver- 
tible preferred stock; reduction of 
debt by $24 million; and an in- 
crease in working capital to $40 
million, the second highest in the 
company’s history. The road seems 
in particularly good position this 
year to benefit from rising traf- 
fic in merchandise and coal. 


Commercial Credit Co. had a 
moderate increase in net income 
in 1954, rising to $24.2 million 
compared with $23.8 million in 
1954. This is not reflected on a 
per share basis owing to the in- 
crease of 408,000 shares which 
were issued to employees on a 
stock option plan. Earnings 
showed at $4.86 a share compared 
with $5.21 a share in 1953. Owing 
to the increase in sales of 1955 
automobile models, the volume of 
financing by this company un- 
doubtedly will show an increase 
in the first quarter of this year. 
This should be reflected in the 
net income statement for the 
period. 


Raytheon Corp. The unusual 
strength of this stock in recent 
weeks seems primarily due to ex- 
pectation of a further increase in 
earnings as a result of growing 
sales to the military of radar 
equipment and for guided missile 
components. This branch of mili- 
tary equipment is growing in im- 
portance. Many companies en- 
gaged in manufacture of radar 
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and guided missiles stand to prof 
in the period ahead. (This wa 
covered in our Dec. 11 issue.) 


Babcock & Wilcox Co. The pe. 
sistent strength in this stock jy 
recent weeks, on top of an impre. 
sive rise from the lower 40’s i 
1954 to the 90 level, seems predi. 
cated to a large degree on the 
growing position of this company 
in the new field of manufacturing 
atomic reactors for specialize 
training use as well as for othe 
atomic uses. The company ha 
also made an agreement with the 
Atomic Energy Commission t 
join in cooperative research for 
practical peacetime use of atomic 
energy as one of 11 groups to en. 
gage in such research. That the 
company sees great practical ben- 
efits ahead is illustrated by the 
fact that it will itself bear the cost 
of the new research. 














Western Union Telegraph Co. 
reported 1954 net income of $9.3 
million which it is said was the 
highest in a quarter of a century. 
The year’s earnings amounted to 
$7.58 a share, compared with 
$6.77 a share in 1953. Western 
Union’s improved earnings came 
in the latter months of 1954, 
largely the result of rate increases 
of which the first took effect in 
July. At its present price above 90, 
the stock reflects the recent bet- 
terment in earnings and the im- 
proved outlook for the company. 


Crucible Steel Co. of America, 
makers of alloy, stainless and spe- 
cial steels, recently declared a 
cash dividend of 50 cents a share, 
the first, after a nine year inter- 
val. Because of the financial bur- 
den of large expenditures, divi- 
dends during the past four years 
have been paid in stock. For al- 
most a decade, the company has 
engaged in a modernization pro- 
gram, and has completed two ma- 
jor plant rebuilding operations at 
a cost of more than $100 million. 
This sum is more than $120 for 
each share of common stock now 
outstanding. Less than one-third 
of the cost was borrowed and the 
remainder came from company 
funds. As a result of this policy. 
the equity of the common stock- 
holders has increased 62% in nine 
years and is now equal to $74.23 
per share. 


General Telephone System’s 
consolidated earnings for 1954 
were equal to $2.76 per share, 

(Please turn to page 780) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

9, Confine your requests to three listed securities at reasonable intervals. 


3, No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





National Biscuit Company 


“Is the stock of National Biscuit Co. 
suitable for long range investment tak- 
ing into account stability of income?” 

C. O., Sacramento, California 


National Biscuit Company is 
the world’s largest biscuit and 
cracker manufacturer. Its own 
modern flour mills supply 90% 
or more of the flour needs of the 
company’s cracker and bread 
bakeries in the United States and 
Canada. Other products include 
cereal breakfast foods, ice cream 
cones, potato chips and dog bis- 
cuits. 

Earnings have shown good sta- 
bility over a long period of years 
and dividends have been paid con- 
secutively since 1899. The stock 
has attraction as a long range 
good quality investment. National 
Biscuit Company attained a new 
sales record in 1954 and plans to 
spend about $20 million on capi- 
tal improvements in 1955. 

Consolidated net earnings in 
1954 amounted to $19,911,929, 
equal to $2.85 a share on 6,385,- 
961 common shares. The net; 
which is after providing $23,342,- 
703 for taxes, compared with 
$18,145,160, or $2.61 each on 6,- 
289,448 shares earned in 1953 
when taxes took $22,666,250. 


Net sales for 1954 rose to $376,- 
392,292 from the previous year’s 
volume of $359,017,706. 1954 fig- 
ures, however, included $14 mil- 
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lion representing sales of the Hills 
Brothers Co. and Ranger Joe, 
Inc., acquired early in 1954. Earn- 
ings before taxes reached a record 
$43 million, highest in the com- 
pany’s history, comparing with 
pre-tax earnings of $40,811,410 
in 1953. 


For the final quarter of 1954 
the net profit was $5,398,522, 
equal to 78 cents a share, against 
$5,144,749, or 75 cents a share for 
the 3 months to December 31, 
1953. Net sales totalled $106,455,- 
672, against $92,233,723, and 
earnings before taxes $11,997,456, 
against $12,802,133. 

Dividends in 1954 totalled $2.00 
per share and the 50 cent quar- 
terly rate is expected to continue. 


Johns Manville Corporation 
“Please advise whether an investment 
in Johns Manville Corporation warrants 
inclusion in a conservative portfolio? I 
only plan purchasing this stock on a 
sharp market reaction.” 
S. N., Atlanta, Georgia 
Johns Manville Corporation is 
the largest manufacturer of as- 
bestos products in the United 
States. It also makes a wide va- 
riety of lines from other basic ma- 
terials such as magnesium, lime- 
stone, asphalt, ete. Output in- 
cludes over 400 lines of products. 
The company controls its raw ma- 
terial sources with the exception 
of asphalt. 
The shares are of good quality 


and are particularly suitable for 
conservative portfolios. We note 
you plan purchasing the stock on 
a sharp market reaction and in 
view of the substantial advance in 
the stock in the past year, this 
appears to be a wise procedure. 

Johns Manville’s sales of $253,- 
151,584 in 1954 exceeded the all- 
time high record of $252,642,136 
net in 1953. Consolidated earnings 
in 1954 were $16,655,658 or $5.24 
per share of stock, compared with 
$19,661,412 or $6.20 per share in 
1953. 

An explanation of the lower 
earnings in 1954 was “United 
States and Canadian tax laws 
have permitted the adoption of a 
conservative accounting policy 
which permits the accumulation 
of cash that could not otherwise 
be possible.” Principal actions 
taken under this policy were ac- 
celeration of depreciation charges 
and accrual of vacation pay 
earned in 1954 but payable in 
1955. According to the president 
of the company, “had depreciation 
been on a straight-line basis” he 
said, “and had there been no 
double deduction for vacation pay, 
earnings per share would have 
exceeded $6.50. The immediate ef- 
fect is to depress stated earnings, 
but the long-range effect is to im- 
prove the cash resources available 
for future capital expenditures, 
for dividend payments and for en- 
abling the company to make its 
contribution to expanding produc- 
tion and employment. 

Dividends of $4.25 per share 
were paid on the common stock in 
1954, the same amount as in the 
preceding year. 

Before taxes of all kinds, 1954 
earnings were $34,464,399 which 
was $5,933,111 less than in 1953. 

Additions to and replacements 
of properties and investments 
amounted to $20,207,890, com- 
pared with $21,525,831 in 1953. 
The first section of a new mill at 
Jeffrey, asbestos mine at Asbes- 
tex, Quebec, was completed and 
put into operation. The mill is ex- 

(Please turn to page 727) 
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Old-Fashioned Business Cycle 
Still With Us—But 





(Continued from page 687) 


This link is pivotal to the mech- 
anisms of the entire business 
cycle; it is, in fact, the theoretical 
ground on which the theory of 
the cumulative business cycle has 
been built. 


Desensitizing Business Conditions 


There are three major ways in 
which business conditions have 
been desensitized with reference 
to the business cycle. There is a 
host of other ways, many of them 
quite important. In general, busi- 
ness is now organized into much 
larger units than in prewar years, 
and these large units are stable 
enough, and sufficiently buttressed 
with liquid reserves, to plan their 
large capital outlays far in ad- 
vance. Moreover, they are able to 
continue these programs’ un- 
changed for relatively long peri- 
ods without particular reference 
to the current course of business 
volume and profits. In other 
words, the demands of business 
for plant and productive equip- 
ment, while they are certainly 
influenced by the course of busi- 
ness operations, are now more 
nearly geared to long-range plan- 
ning than ever before. 

Again, the American ingenuity 
has evidently blossomed out into 
a new major uptrend in produc- 
tivity —the output of labor per 
man-hour. The pace of techno- 
logical innovation in production 
techniques is now so rapid that 
to fail to modernize is now fatal 
for a broad range of American 
industry. This too helps to main- 
tain and to gradually accelerate 
the demand for plant and equip- 
ment, at the same time that it 
augurs a steadily rising stand- 
ard of living for a steadily rising 
population. 

Finally, changes in a number of 
American financial institutions, 
notably in the banking system— 
its guarantees on deposits, and 
the Federal Reserve’s ability to 
expand and contract the volume 
of credit through open market 
operations, changes in the redis- 
count rates and in reserve require- 
ments—have made a collapse of 
the credit base of the nation’s 
business activity so unlikely as to 
be practically eliminated from 
consideration as a source of de- 
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pression. 


Government Antidotes 
to Recession 


In addition to these built-in 
“stabilizers” which act to deter 
recession once it starts, or to deny 
it certain of the key mechanisms 
it depends upon, there is the gov- 
ernment’s declared intention to 
forestall serious recession by all 
available tools. The 1954 experi- 
ence demonstrates both the sin- 
cerity of the Administration in 
pursuing its objective, and its 
ability to achieve its objective 
without any fundamental change 
in national philosophy toward free 
enterprise and private property. 

In 1954, the federal government 
took two steps in the direction of 
supporting business which have 
paid off handsomely, without in- 
fringing on the initiative of the 
private economy, and in fact actu- 
ally stimulating this initiative. 
The first, and probably the more 
important, was a carefully de- 
signed and brilliantly executed 
series of tax reductions affecting 
individuals and corporations. In 
the personal sector, personal in- 
come in 1954 was about equal to 
1953, as unemployment compen- 
sation, together with an increase 
in wage rates, fully offset a de- 
cline in national employment. But 
the government also added an- 
other $3 billion in effective con- 
sumer purchasing power through 
tax reduction, and the result was 
that consumer spending in 1954, 
far from cumulating recession, re- 
sisted it strongly, and actually 
rose to an all-time high. Similarly, 
while the Federal Government al- 
ready bore about half of the re- 
duction in corporate incomes in 
1954 because of the high general 
level of corporate taxes, it also 
absorbed almost all of the rest of 
the decline through a specific tax 
reduction — the expiration of the 
excess profits tax. As a result, 
only about $1 billion of the $6 
billion decline in corporate pre- 
tax revenues in 1954 showed up 
in after-tax revenues. This rela- 
tive stability in cash inflow from 
operations was an obviously fav- 
orable influence on business out- 
lays for plant and equipment, and 
more generally on business senti- 
ment itself. 

Secondly, in the middle of the 
recession government took very 
significant action in the field of 
residential construction. The eas- 
ing of down payment restrictions 
and maturities for guaranteed 
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-inter-related combination as cor- 





residential mortgages has yieli 
a bumper return in the form of 
rapid increase in private hom, 
building. It may be argued thy 
the increase is, if anything, a lity 
too rapid for comfort, but it » 
mains true that it has played 
vital role in rebuilding the cong 
tions for a genuine advance j 
business activity, and that it hy 
been accomplished through a leg 
timate stimulation of private jp 
centive, rather than through les 
raking devices. 

Thirdly, the government’s del 
management and credit policia 
after a somewhat shaky start iy 
early 1953, have been directa 
toward a continuous ease (with. 
out overabundance) in the suppl 
of funds seeking work. The took 
available for maintaining healthy 
conditions in the money marke, 
and conditions conducive to souni 
recovery in business, have been 
tested, and found adequate 3 
least for the case of moderate re. 
cession. For the first time in re. 
cent monetary history, in fact, 
monetary and credit policy wa 
almost perfectly synchronized ti 
money requirements, which is 
testimony to the tools available 
and the growing body of know. 
edge describing their proper use. 

The 1954 recession thus failed 
to cumulate because it was stop- 
ped by an impressive combination 
of basic changes in the business 
system, and well-timed specific 
measures by government. Reces- 
sion was stopped by 1) the large 
share of total activity represent 
ing the demands of federal, state 
and local governments; 2) the 
absorption of income losses by 
government, owing to the prevail- 
ing high tax rate; 3) income 
“snubbers” such as unemployment 
compensation; 4) the high level of 
liquid assets in the consumer set: 
tor; 5) long-term planning’ in 
business capital outlays; 6) mod- 
ernization requirements in capital 
outlays, imposed by technological 
advance; 7) monetary policy; 8) 
tax policy; and 9) direct stimule- 
tion of private activity in resi- 
dential construction. It would be 
hard to describe this complex and 

















taining much of the element of 
luck. 

It might be stressed, in cor- 
clusion, that neither this combina- 
tion, nor any similar combination, 
will ever prevent minor cyclical 
fluctuations from occurring, and 
in even minor fluctuations some 
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The Company has mailed to all shareholders as of February 16, 1955, a pre- 
liminary report containing the financial statements for the year ended December 


31, 1954. The financial report and operating particulars presented here in con- 
densed form have been prepared by the company from the more detailed financial 
statements certified by the company’s public accountants, Price Waterhouse & Co. 
Copies of the preliminary report to shareholders are available upon request sent 
to the Secretary at the home office of the company at Buchanan, Michigan. 
CLARK EQUIPMENT COMPANY 


Sales, Income, and Other Particulars for the 


Calendar Years 1954 and 1953 
1954 


SALES, before discounts $101,983,120 







President 






1953 


$122,265.498 











$ 11,310,986 
5,600,000 


Income before federal taxes 7; 
Provision for federal taxes on income 


$ 12,677,230 


7,500,000 





‘, 

















NET INCOME 68 the: Year... icc. cc sccccccsce cece . $ 5,710,986 177,230 
DIVIDENDS PAID IN CASH: 

Common stock—$3.00 per share................-00005 $ 3,357,783 $ 3,261,631 

Preferred stock—$5.00 per share.................006: 88,026 89.630 

"SOFPAE, DIPWRO IND. occ n sec ndsceteweceesces $ 3,445,809 $ 3,351,261 

EARNINGS—per share of common stock outstanding 

(after dividends paid to preferred shareholders). $5.02 $4.55 

Balance Sheet —December 31, 1954 
ASSETS 

CURRENT ASSETS: 

Coes eae Seta Sal Ss, Ps AMR U SMa ORE eee s $12,613,253 

CRE TRE a6) oio 5 2 oe x do eeewee ca sinemeteee aa 9,191,341 

Inventories—at lower of cost or market...............-. 24,222,825 

VIGNE CRNGTIEN 0.57. ss aichne Ca hacecarncunsaaes 215,022 $46,242,441 
INVESTMENTS, ETC. RE Pe eee ee Or 1,707,897 
LAND, BUILDINGS, MACHINERY, ETC.............. $34,793,277 

Less—Depreciation and amortization 14,497,774 20,295,503 





LIABILITIES 


CURRENT LIABILITIES... 
3% % NOTE PAYABLE (due in annual installments of $750,000 from 


$68,245,841 


$14,695,692 


1956 to 1965, inclusive, and balance on August 1, 1966) 9,750,000 
CAPITAL STOCK AND RETAINED EARNINGS: 
Preferred 5% cumulative—par value $100 per share 
(17,564 shares) : : aay $ 1,756,400 
Common—par value $20 per share (1,136,505 shares)..,.. 22,730,100 
Capital in excess of par value of shares 8,043,770 
Earnings retained and used in the business 11,454,479 
$43,984,749 
Less—Cost of 17,244 common shares held in treasury... .. . 184,600 43,800,149 
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Old-Fashioned Business Cycle 
Still With Us—But 





(Continued from page 722) 


industries are notoriously hard- 
hit. Examples are, in general, the 
durables industries, and notably 
the long-lived durables such as 
machine tools; and the supplying 
industries of durables, such as 
steel and nonferrous. metals. 
Other industries, such as textiles 
and agriculture, and perhaps con- 
struction, are characterized by in- 
dependently cyclical behavior, 
apart from the general business 
cycle; there is an identifiable two- 
year cycle in the textile industry 
and in livestock output, and an 
eighteen-year cycle in construc- 
tion. Swings in these cycles can 
certainly be severe in the future, 
as they have in the past. What 
has been accomplished is not a 
panacea for all industries at all 
times, but a genuinely higher 
level of assurance that the vicious- 
ness of the general business cycle, 
with its attendant brutality of un- 
employment, falling living stand- 
ards and disappearing savings, 
has been largely eliminated.—END 





Can Natural Gas Stocks 
Earn More—Pay More? 





(Continued from page 693) 


beneficial use within states where 
it is produced since producers will 
not want to subject new discov- 
eries to Federal control. Result 
will be less gas at higher prices 
for consumers.” 

The issue over regulation is 
greatly exaggerated. Nine-tenths 
of the cost of gas to northern 
users is the expense of moving 
the gas from southern fields to 
the point of consumption, and in 
the New York City area, nearly 
97% of the cost is accounted for 
this way. These costs are carefully 
watched and regulated by Federal 
and state commissions. Thus even 
if the price at the well should ad- 
vance 10%, this would only mean 
an increase of only 1% or less for 
the ultimate consumer, and only 
this 1% would be unregulated at 
the source. Moreover, in many 
areas such as New York and New 
England gas must compete with 
coal and oil for house-heating as 
well as for industrial and com- 
mercial use. Gas is not a local 
monopoly, as is electricity. 
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In Texas, which produces over 
half the nation’s total supply of 
gas, a bill has been introduced in 
the Legislature to give the Rail- 
road Commission power to shut 
off all gas production in any field 
until well-head prices there are 
fixed at a level to prevent “eco- 
nomic waste’—thus Texas rather 
than the FPC would control prices 
in that area. Presumably this bill 
will be withdrawn if Congress en- 
acts legislation to exempt Texas 
gas men from Federal regulation. 

The Natural Gas & Oil Re- 
sources Committee has said that 
the demand for natural gas will 
increase two-and-a-half times by 
1975, but that Federal controls if 
continued will “discourage and 
thwart” exploration and develop- 
ment, which are vitally necessary 
to provide this increase. 

“Many of the natural gas com- 
panies have had a great deal of 
hard luck in recent years, due to 
severe regulation and warm win- 
ters. Stockholders have not bene- 
fited from the industry’s remark- 
able growth. Columbia Gas, the 
biggest integrated gas system 
with annual revenues of over 
$232 million, was unable to earn 
its 90¢ dividend in 1952 and 1953, 
but earnings are now on the up- 
grade. If, as anticipated, the gas 
companies can now get a fair 
“break” on regulation and the 
weather (1955 has been an im- 
provement in the latter respect) 
they should be able to “cash in” 
on future growth and from the 
economies made possible by sum- 
mer storage, with resulting favor- 
able effect upon earnings, divi- 
dends and security prices. —END 





Uncovering Profit 
Opportunities Among 200 
Low-Priced Stocks 





(Continued from page 699) 


dition; management; earning 
power and realistic dividend po- 
tentials. The comments on each 
stock are highly concentrated but 
do present the salient features, 
sufficient to acquaint the reader 
with the essentials concerning the 
position of the company. 

The stocks are listed in order of 
market price, those in the lowest 
price category coming first and 
those in the higher price ranges 
($20-$25 a share) last. We be- 
lieve this arrangement will en- 
able readers to make comparisons 
conveniently and quickly. —END 
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Candidates for Stock Split} 


(Continued from page 705) 













exceptional post-war earnings re. 
ord. In the years 1950-1954, earp. 
ings have averaged close to $7, 
share. All prior obligations 
bonds and preferred stock—hay. 
ing been eliminated some year 
past, the common stock is the sok 
beneficiary of net income. Esti. 
mated earnings for last year ar 
in the neighborhood of $7.25 ; 
share, an exceptionally good shov. 
ing in view of the decline in de. 
fense orders and sales to the auto. 
motive industry which suffered ; 
downturn. The chief features of 
the company are extremely mot. 
ern plants and a highly liquid f. 
nancial position. The company re. 
cently gave expression to the 
abnormally low valuation it had 
previously placed on the common 
by transferring $38 million from 
earned surplus to stated value of 
no par stock. The company is 
making an important effort t 
widen the earnings base by adding 
to products for civilian use and 
lessening its dependency on de. 
fense orders. This will be done 
without recourse to financing. 
There is reason to believe the com- 
pany will be successful in its en- 
deavor and that earnings will rise 
even above the present satisfac. 
tory levels. The stock has had a 
substantial advance and to that 
extent has discounted the possi- 
bility of a stock split. Neverthe 
less, if a somewhat lower price 
level than the current lower 70's 
is reached through a general mar: 
ket reaction, the issue could have 
distinct appeal from the long-term 
standpoint. 


GENERAL FOODS CORP.— 
This is one of the few major com- 
panies which has not split its 
shares in over 25 years, the last 
2-for-1 split having been ordered 
as far back as 1928. In the mean- 
time, however, the common stock 
capitalization has increased regu- 
larly but only as a means of ac- 
quiring companies of importance 
in the food business. By this time, 
the company has grown to one of 
the giants of America, sales for 
the nine months ended Dec. 23 last 
amounted to $604 million com- 
pared with $555 million for the 
same period in the preceding year. 
(Company’s fiscal year ends 
March 31.) Earnings for the pe 

(Please turn to page 726) 






MAGAZINE OF WALL STREE! 






























a 


k Splits 


a 


e 705) 


nings rex. 
954, earn, 
e to $7: 
rations— 
»¢k—hay. 
me year 
S the sok 
ne. Esti. 
year ar 

$7.25 3 
0d show. 
ne in de. 
the auto. 
uffered » 
itures of 
ely mot. 
liquid 
pany re 
1 to the 
n it ha 
common 
on from 
value of 
pany is 
ffort to 
y adding 
use and 

on de. 
be done 
lancing. 
che com: 
1 its en- 
will rise 
satisfac. 
3 had a 
to that 
2 possi- 
»verthe- 
Yr price 
rer 70's 
al mar- 
Id have 
1g-term 


IRP.— 
Yr con: 
lit its 
he last 
rdered 
-mean- 
n stock 
1 regu- 
of ac- 
rtance 
s time, 
one of 
les for 
21 last 
| Com- 
or the 
y year. 
ends 
he pe 
6) 


TREE! 





COMMERCIAL AND INSTALLMENT FINANCING 














































Ahutomobile financing.. AND A WAY OF LIFE 


An era of unprecedented high living standards has pay for their cars from income rather than savings. 
developed during the last half century with the automobile In 1954, Associates helped nearly a half-million families to 
as its symbol, mass production as its provider and installment car ownership—many of them families who never would have 
financing as its moving force. Our American consumer possessed an automobile without the aid of consumer credit. 
credit system has converted the automobile and countless The sales made possible by this type of financing in turn make 
other products from glamorous luxuries into universally possible mass production. And mass production is the way to 
owned necessities. Associates has done its share. Thousands maintain high living standards. So long as people can buy 
of automobile dealers the nation over use Associates automobiles, prosperity will continue. Associates helped keep 
services to expand their sales. Thousands of buyers the nation prosperous during 1954 with a billion dollar 
utilize Associates time sales financing to volume of automotive and related financing. 


Condensed consolidated balance sheets 


ASSETS LIABILITIES 


















































Dec. 31,1954 Dec. 31, 1953 Dec. 31, 1954 Dec. 31, 1953 
CasH AND MARKETABLE SECURITIES.......... $ 75.412.455 $ 66.684.776 Notes PayaBie, short term....... $262.574,200 $285,592,300 
RECEIVABLES: i pitstees neg Di ad Term Notes due within one year.......... 36,270,000 11,700,000 
Retail motor vehicle installment receivables .$460,027,358 $434,574,458 Common Stock Drvipenps payable Jan. 3, 1955 1,562,736 1,406,462 
Wholesale motor vehicle short term loans.. 38,290,322 44,610,537 Accounts PAYABLE, ACCRUAES AND RESERVES.... 33:530:390 33,192,386 
Direct and personal installment loans ...... 38,289,138 38,227,746 Sa 25,689,566 25.970,185 
Commercial and other receivables......... 27,297,874 35,043,194 nie Sia PUREN 
$563.904.692 $552.455.935 Lone TERM NOTES... Ree Hewes 107,735,000 109,455,000 
Less: Unearned discounts..............+: 34,493,813 32,482,543 SuBorpinateD Lonc Term Notes.........---. 41,500,000 35,000,000 
Reserve for losses:, s:-:<.<0sss0sK see 13,604,172 11,890,358 PREFERRED STOCK......... set eeeeeee 12,500,000 9,700,000 
Total receivables, net...:.......++++++- $515,806.707 $508,083,034  COMMONSTOCK...........--- sees eee eee res 31,254,720 31,254,720 
MOREE ORIUG cn. or 4: clsvara crave sie s vavartiwnreeolaanns 8,832,220 6,668,544 SOHGEUS oo icksn Steen dence eetaeveeenenous 47,434,770 38,165,301 
$600,051,382 $581,436,354 $600,051,382 $581 ,436,354 
Condensed consolidated income statements et Sona eae eS ee — 
Dec.31,1954 Dee.31,1953 || Associates Investment Company 
Discount, interest, premiums and other income . .$94,199,209 — $91,014,968 | Associates Discount Corporation 
Operating expenses .................. 63,719,419 62,360,906 
Net income before Federal income tax...... $30,479,790 $28,654,062 Emmco Insurance Company 
Provision for Federal income tax.......... 14,800,000 15,150,000 | —_ 
IE cnicecnsnchereshensiexs $15,679,790 $13,504,062 | SOUTH BEND, INDIANA 
Consolidated net earnings per share of common 
stock after payment of preferred dividends $4.85 $4.19 
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riod were $4.02 a share in 1954 
and for the fiscal year ending this 
month, earnings should approxi- 
mate $5 a share compared with 
$4.66 a share in the fiscal year 
ended March 31, 1954. The na- 
tion’s familiarity with the major 
products of the company require 
no elaboration. Names such 
as “Jell-O,” “Maxwell House,” 
“Sanka,” ‘‘Post” dry cereals, 
“Birds Eye” and a host of others 
are household words. The com- 
pany’s promotional activities are 
intense and offer a powerful foun- 
dation for the production and 
sales departments. The company 
has normally followed a highly 
conservative dividend policy and 
as a result of ploughing back these 
earnings, property values have 
expanded from $33 million to over 
$90 million in the post-war period. 
Aside from a $35 million bond 
issue in 1951, and the accretions 
to outstanding common stock as a 
result of acquisitions of other 
companies, there has been no 
change for many years in the capi- 
talization which arises specifically 
from stock dividend or stock split 
action. It would seem that the 
time is approaching when the di- 
rectors could consider such action 
favorably. In any case, the stock 
stands as one of the strongest in- 
vestments in food processing. 


ALLIS-CHALMERS MFG. CO. 
—In previous issues, we have 
commented on the increasingly 
favorable outlook for this com- 
pany, particularly as a result of 
the projected national expansion 
of road building and, from a 
longer-range viewpoint, its in- 
creasing participation in the field 
of atomic energy. Further elabo- 
ration is not needed at this time 
except to point out that among 
logical candidates for stock splits, 
this issue is among the few which 
have not as yet liberally—and, in 
some cases, over-liberally — dis- 
counted this prospect. The stock’s 
range in the past 14 months has 
been a comparatively moderate 
one (for this market) of 30 points, 
or from 45 to 75. At the latter 
price, the stock would still seem 
to have some distance to go, espe- 
cially in view of the likelihood that 
this year’s earnings will be con- 
siderably in excess of the $7 or so 
earnings of 1954, —END 





726 


How Real is Copper 
Recovery? 





(Continued from page 710) 


every pound of this output to sup- 
plement that produced from older 
mines, in order to meet increased 
demands of electrical appliance 
manufacturers, the power gener- 
ating industry ; the automotive in- 
dustry; and the growing require- 
ments for copper for use in home, 
school, institutional and industrial 
buildings, communications and a 
wide diversity of other fields, not 
to mention the continuing need of 
defense stockpiling so long as 
present international tensions 
exist. 
Earnings Outlook 


These are all factors that com- 
bine to provide a strong base for 
sustained earnings for the leading 
companies in the industry, pro- 
vided labor costs are not unrea- 
sonably increased and copper 
prices are not subject to gyra- 
tions because of temporary con- 
ditions. In this connection, lead- 
ing producers are more anxious to 
see the price of copper stabilized 
at current level of 30 cents rather 
than have it back and fill from one 
month to the next. At this price, 
the industry can show a satisfac- 
tory rate of earnings which, in 
view of the expected continuing 
copper demand through the whole 
of 1955, are likely to make favor- 
able reading this year in contrast 
to estimated good 1954 results, 
achieved despite operations being 
hampered by labor disturbances 
in that year. 

Anaconda Copper Mining, for 
example, experienced strikes, at 
its mines and plants in Montana 
at the same time that work stop- 
pages affected several fabricating 
plants of its subsidiary, American 
Brass Co., during the third quar- 
ter. Production at one of its Chil- 
ean mines was suspended for an 
entire month and at another prop- 
erty there for a shorter time. 
Consequently, net for the three 
months to September 30, 1954, fell 
to 64 cents a share, compared 
with $1.10 a share for the pre- 
ceding quarter and 77 cents for 
the 1953 third quarter. With nor- 
mal operations in the final three 
months of last year, it is esti- 
mated that the year’s net earnings 
were brought up to about $3.25 a 
share. In carrying out plans to 
expand fabricating operations, 


THE 


Anaconda’s American Brass (Co, 
will spend about $13 million for 
the erection and equipping of , 
new brass mill in Los Angelees, ty 
produce sheet, strip, rod, tubing 
and other drawn copper produet, 
at an annual rate of 30 million 
pounds. Anaconda, is also expand. 
ing aluminum operations through 
a proposed $25 million integrate 
aluminum mill to be located a 
Terre Haute, Ind. Anaconda 
should increase earnings this year 
by a fair margin. 

Phelps Dodge Corp., like Ana. 
conda, also felt effects of 1954 
third quarter labor stoppages at 
its several properties, but despite 
this was able to show for that pe. 
riod net earnings, after depletion, 
equal to $1.00 a share, as com. 
pared with $1.91 for the first half- 
year, which brought earnings for 
the nine months to September 30, 
1954, to $2.91 a share. In the cor- 
responding 1953 period, net was 
equal to $2.75 a share. A conserv- 
ative estimate puts 1954 final 
quarter net slightly higher than 
results for the preceding three 
months, with net profits for the 
full year around $4 a share. The 
outlook for 1955 is for an appre- 
ciable gain in per share net, es- 
pecially in view of the higher 
copper price and greater output 
made possible by the new Laven- 
der Pit mine at or closely ap- 
proaching full-scale operations. 


Kennecott Copper’s preliminary 
1954 report showed a drop of 12 
per cent in the year’s earnings, 
net amounting to $77.8 million, or 
$7.19 a share. This compares with 
1953 net of $88.7 million, the 
equivalent of $8.20 a share. Al- 
though domestic copper demand 
during the first half-year was off, 
Kennecott was able to show net 
for that period of $3.99 a share. 
This was offset, however, by a 
disappointing third quarter 
marked by work stoppages at 
United States and Chilean proper- 
ties, resulting in net income fall- 
ing to $1.47 a share while partial 
recovery in the final three months 
of 1954 producing net of $1.83 a 
share reflected the back to work 
movement and an improved do- 
mestic copper demand. 

It is interesting to note that 
Kennecott’s copper sales last year 
were down by only three per cent 
despite the fact that domestic 
sales slipped by 18 per cent from 
the 1953 volume. Over-all sales 

volume was increased by Chilean 
output rising to 156,000 tons, of 
(Please turn to page 728) 
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Earnings of Bendix Aviation 
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llion for pany, Railway Friction Products Corp. in the fiscal year ended 
hg of 4 Answers to Inquiries Corp., owned in equal shares by September 30, 1954 attained a 
elees,t) Bn 5. d 721 Johns-Manville and Westinghouse record high of $25,537,771, or 
, tubing (Continued from page ) Air Brake, was formed to develop $11.23 a share. Net sales, royal- 
roduets, fF pected to be completed in 1956. and test markets for the new ties and other operating income 
million § Expansion of underground min- _ products and to provide for even- of $607,711,607 was 5% below 
expand. § ing at this mine was continued. tual full scale manufacture and the $638,544,637, total for the 
through Total production of asbestos sale. Another important new preceding year. In the face of de- 
egratei § fbre from the Canadian mines in _ product added to the asphalt roof- clining volume, two major fac- 
ated at § 1954 was 500,249 tons. The asbes- _ing line was the J-M Seal-O-Matic tors contributed to the increase 
aconda # tos mines of Rhodesian Asbestos shingle. This is the first asphalt jn earnings over the $17,352,710, 
his year § Ltd. in Southern Rhodesia went shingle of traditional design which or $8.20 a share reported for the 
into production in November with automatically seals itself down to previous fiscal year. 
ce Ang. | completion of the mill. Johns the roof in the sun’s heat, thus One favorable factor was the 
f 1954 § Manville has a 51% interest in assuring better protection against diminishing effect of the starting- 
ages at | this company, which operates un- wind damage. up load cost, which had previous- 
despite | der the direction of the Canadian Prospects over coming months : : 
p M iis % : ly affected operations of a number 
hat pe. mo a a? . or continue favorable. of new and expanded divisions 
; e compan as develope P “a Ralg 
_ some new core A in the aaa Bendix Aviation Corporation and ——— was — a 
st half. | year that offer good long term “Please report recent backlog of or- —_— = oe = = 
ngs for | promise. One of these products ig ders on books of Bendix Aviation Corp., though in the case of Bendix it 
see ee fl bhew composition brake shoe for [Wnty on) Sree, Perce tte atictees, Temaned in elleet foe the Oem 
he cor. | failroad cars and locomotives and — industry?” ~—C.. O., Norfolk, Virginia (Please turn to page 731) 
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higher CHESAPEAKE & OHIO NEW HAVEN 
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How Real is Copper 
Recovery? 





(Continued from page 726) 


which about 36,000 tons was sold 
to the U. S. government for the 
stockpile, with the greater part 
of the balance going to meet West- 
ern Europe demand. The price the 
company received for its high cost 
Chilean production was substan- 
tially less than the prevailing U.S. 
domestic price, the Chilean gov- 
ernment continuing its policy of 
retaining the difference between 
the price it pays American com- 
panies operating mines in that 
country and the price at which it 
sells the metal. 

A measure of relief will be af- 
forded Kennecott and Anaconda 








Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 

way Stores, Incorporated, on 

Feb. 8, 1955, declared the 

following quarterly dividends: 
60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.0714 per share on 
the 4.30% Convert- 
ible Preferred Stock. 
; Common Stock dividends and 
t: dividends onthe 4% Preferred 
» Stock and 4.30% Convertible 
Preferred Stock are payable 
April 1,1955 to Stockholders 
4 of record at the close of busi- 
ness March 16, 1955. 
MILTON L. SELBY, Secretary 
February 8, 1955 















Copper by the passage recently in 
the Chilean Congress of a new 
copper law reducing the taxation 
on gross operating profit of Amer- 
ican copper producers there from 
85 to 75 per cent. The new law 
provides an added advantage by 
further fractional decreases in 
the tax rate as mine production 
is increased; and should provide 
a modicum of relief for Kennecott 
in connection with its Chilean op- 
erations. With current operations 


.in that country as well as at its 


Nevada and Utah divisions at ca- 
pacity, the present 1955 outlook 
warrants anticipating improved 
net for the year over the 1954 
showing. In addition to these cur- 
rent developments, Kennecott is 
very obviously building steadily 
with long -term objectives in view 
that are calculated to place this 
company in a permanently strong- 
er position with respect to its earn- 
ings base. 


Conclusion 


While the position of the entire 
copper industry, in fact, is favor- 
able, considering increased pro- 
duction and higher prices for the 
metal and the outlook for satisfac- 
tory earnings, most of the issues 
in the group have already appar- 
ently taken these prospects into 
consideration. This is reflected in 
the substantial price recovery in 
most of the copper stocks from 
their lows of last year. Conse- 
quently, the opportunity afforded 
by new purchases at this time are 
necessarily somewhat more re- 
stricted than when these issues 
were available at lower price 
levels. From the standpoint of 
present holders, however, it would 
appear desirable to maintain cur- 
rent positions in view of the gen- 
erally good prospects for higher 
dividends in the group. This 
would tend to augment the income 
on the original capital invested. 
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—END 

« A quarterly dividend of $0.50 
Cc ] T * per share in cash has been 
ofebe e declared on the Common 
FINANCIAL . Stock of C. I. T, FinaNnciaL 
. Corporation, payable April 
CORPORATION . 1, 1955, to stockholders of 
* record at the close of busi- 
DIVIDEND NO. 131: ness March 10, 1955. The 
* transfer books will not close. 

a ; Checks will be mailed. 
“a9 : C. Joun Kuun, 
Treasurer 

° February 24, 1955. 
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Industries Facing Foreign 
Competition 








(Continued from page 698) 


claim that the market has bee 
swamped by cheap Japaneg 
products. 

It is rather ironical that sewing 
machine manufacturers, who wer 
among the first exporters of US. 
made machinery and who main. 
tain huge branch plants all ove 
the world, should feel themselve 
threatened by a foreign product, 
Apparently they do, because the 
White Sewing Machine Corpora. 
tion has registered a protest 
against the reciprocal trade agree. 
ment program. In 1953 some 
700,000 sewing machines were 
imported, valued at over $12 mil. 
lion, with Japan leading. Nearly 
$7.5 million worth of foreign type. 
writers (Swiss, German, and Ital- 
ian) and calculating machines 
(Italian) were sold here in 1953, 

Foreign bicycle producers have 
come to dominate the demestic 
market, which is served by about 
a dozen American producers who 
concentrate largely on heavier and 
juvenile machines and employ 
about 60,000 people. In 1953 some 
600,000 foreign bikes were im- 
ported, mostly fashionable light- 
weight models from Britain and 
Germany, worth about $16.5 mil- 
lion including parts. The motor. 
cycle industry is also facing 
growing competition from foreign 
products. In 1953 about 15,000 
machines were imported, worth 
$4.5 million including parts. 

Grinding machines were always 
imported into the U.S. in large 
quantities. In 1953, these imports 
were valued at almost $27 million; 
Germany, Italy, Canada, Switzer- 
land, and Britain are the largest 
shippers. More recently, manufac- 
turers of textile machines and 
hydraulic turbines have felt for- 
eign competition here; they had 
already been driven almost com- 
pletely from the export market. 


Steel Mill and Metal Products 


The steel mill and metal group 
includes a great variety of im- 
ported products, none of which is 
really important dollarwise but 
many of which are large enough 
to affect domestic producers. Im- 
ports of some of these products 
have already injured some of our 
minor industries, and any further 
expansion of imports would cause 
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serious damage. 

For example, the makers of 
pins, safety pins, and metal fas- 
teners are not important from the 
‘viewpoint of overall American 
production, but some of the 
‘gmaller communities in the New 
‘England States are dependent on 
them. They have no particular ad- 
vantage over European or Japan- 
ese producers, and their costs are 
much higher owing to wage differ- 
entials. Imports of safety pins 
averaged about 1 million gross 
dozens before the war; now we 
import about three times as much, 
or about 25 per cent as much as 
total American production. The 
imports of straight pins have 
quadrupled since the war and 
amount to about 15 per cent of 
American production; foreign 
packages containing more pins 
than the American packages sell 
at about 30 to 40 per cent below 
the American product. 

Imports of wood screws have 
also increased several times and 
in 1953 were valued at almost one 
nillion dollars. Imports of shears, 
scissors and manicure equipment 
rose about five-fold between 1950 
and 1954 due to lowered tariffs, 
and if tariffs are further reduced 
the future will be difficult for do- 
mestic producers. 


China and Glass Industries’ 
Weakened Position 


The producers of hand-made 
glass, china tableware, vitrified 
china, porcelain insulators and si- 
milar products have always faced 
stiff foreign competition; in addi- 
tion, some of them, such as the 
makers of insulators, have been 
affected since the war by the 
shrinkage of the market. With 
raw materials plentiful and cheap, 
and production not particularly 
adaptable to mechanization, labor 
costs are high, averaging about 60 
per cent of the total. Considering 
that the American pottery worker 
or glass blower earns about 10 
times as much as his Japanese 
Counterpart, some 5 times as 
much as the German worker and 
3 times as much as the British 
worker, it is easy to see why com- 
petition with foreign producers 
ls dificult even if the productivity 
of the American is two to three 
times as high as that of the for- 
eign worker. 

_In 1953, we paid about $6 mil- 
lion for imports of blown glass- 
ware and Christmas tree orna- 
ments. While the domestic output 
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of china tableware and of vitrified 
china has increased about three 


times over prewar, imports rose . 


more than ten-fold by 1953. 
Textile and Apparel Industries 


The cotton textile and synthetic 
fiber industry, one of the largest 
in this country, comprising about 
1200 plants and employing more 
than 500,000 workers, is also in a 
weakened position in respect to 
foreign competition, again because 
of wage differentials. In a brief 
presented at the Ways and Means 
Committee hearings two years 
ago, the industry claimed that 
productivity per worker in Ameri- 
can mills was about 120 per cent 
higher than in British mills; but at 
the same time American wages 
were 230 per cent higher than 
British textile wages. 

Competition is especially keen 
in those products which have high 
labor content, such as fine combed 
cotton goods, towels, velveteens, 
typewriter cloth, lightweight open 
mesh cloth used for shirts, and 
others. Plants making some of 
these products have had to aban- 
don production. 

Although our imports of woolen 
and worsted fabrics are subject to 
a minimum duty equivalent to 
about 33 per cent ad valorem, the 
imports of finer grades of woolens 
and worsted suitings, as well as of 
high-grade novelty fabrics for 
women’s wear, have been increas- 
ing. Again, the relatively high 
labor content of the American 
product is handicapping the in- 
dustry, which has lost many of its 
export markets and which, in ad- 
dition, is going through a difficult 
period because of competition 
from synthetics. 

Much the same can be said 
about the American glove indus- 
try, a greater part of which is lo- 
eated in Fulton County, New 
York. Labor costs are compara- 
tively high and the situation has 
been made worse by France’s sub- 
sidizing of her exporters. It has 
been estimated that about 25 per 
cent of the domestic market for 
gloves has been lost to imports. 
Hat makers, also, are unhappy 
about the present level of imports 
in view of the great shrinkage of 
the market for hats. 


Chemical Industry 


The American chemical and 
dyestuff industry, which got its 
(Please turn to page 730) 
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Stock Split-up Notice 

A two-for-one stock split-up has been 
authorized to be effected in the form of 
a dividend on the Common Stock of the 
Corporation, payable on March 10, 
1955 to share owners of record at the 
close of business February 23, 1955, at 
the rate of one share of Common Stock 
for each share of Common Stock held 
of record on said record date. 


Dividend Notice 


A quarterly dividend of $1.10 per share 
(on the Common Stock outstanding 
prior to the stock split-up) has been de- 
clared on the Common Stock of the 
Corporation payable March 10, 1955 
to share owners of record at the close 
of business February 23, 1955. 


ALLEN D. MARSHALL, Secretary 


Bew York, New York, January 27, 1955 


GENERAL 
DYNAMICS 


ce @ RPCEG R A FY t O® 
445 Pork Avenue, New York 22, New Youd _ 














Public Service Electric 
and Gas Company 


NEWARK.N. J. 











QUARTERLY DIVIDENDS 


Dividends of $1.02 a share on the 
4.08% Cumulative Preferred Stock, 
$1.04 a share on the 4.18% Cu- 
mulative Preferred Stock, 35 cents 
a share on the $1.40 Dividend 
Preference Common Stock, and 40 
cents ashare onthe Common Stock, 
have been declared for the quarter 
ending March 31, 1955, all pay- 
able on or before March 31, 1958 
to holders of record at the close of 
business on March 1, 1955. 


F. MILTON LUDLOW 
Secretary 
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real start during the First World 
War, has grown into a giant em- 
ploying close to 800,000 people, 
with sales grossing over $18 bil- 
lion in 1952. Presumably an indus- 
try of this size should not fear for- 
eign competition, particularly as 
we are still exporting more chemi- 
cal products, including dyestuffs 
and pharmaceuticals, than we im- 
port. But since the lowering of the 
tariff in 1948, imports of many 
fine organic chemicals that have a 
high labor coefficient and that are 
usually made in batches rather 
than through continuous process, 
have been growing. One of the 
most important chemicals im- 
ported is phthalic anhydride, a 
basic coal-tar intermediate prod- 
uct important to every phase of 
plastic manufacture. In 1953, its 
price in Europe was about 13 
cents a pound as against a domes- 
tic price of 22 cents a pound. The 
value of our organic chemical im- 
ports increased about four-fold 
from 1947 to 1953. 


Other Important Imports 


Among other imports which 
have had a disorganizing effect on 
domestic industries may be in- 
cluded certain types of fish prod- 
ucts, tuna, for example, and fil- 
leted fish. In 1953, the imports of 
fish, including shellfish, cost us 
$194 million, and during the first 
ten months of 1953 some $160 mil- 
lion. Almond, filbert, and walnut 
growers in California feel them- 
selves endangered by the foreign 
product, and so do the growers of 
mushrooms. Lead pencil makers 
also complain that they have been 
unfavorably affected by the tariff 
lowering policies in the past, and 
so do the manufacturers of imita- 
tion jewelry, clasps, wire cloth, 
wood fabrics, hardwood plywood, 
and many others. —END 
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If you are looking for a publisher, send for our free, 
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welcomed. Write today for Booklet WF. It’s free. 
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Liberal Yields 
on Guaranteed Rails 
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eliminate as inter-company trans- 
actions certain items on which no 
Federal corporate income tax 
would be payable Considering the 
basically strong position of the 
lessee railroad companies, it is 
likely that many of them will en- 
deavor to rid themselves of simi- 
lar tax burdens by acquiring out- 
right ownership of the leased line 
through exchange coffers and pur- 
chases of stock in the market. Be- 
cause of the fact that most guar- 
anteed rail stocks are closely held, 
resulting in only a comparatively 
small amount of each issue out- 
standing, they are not recom- 
mended for trading purposes. 
Their greatest appeal is in the op- 
portunities they afford for em- 
ployment of long-term investment 
funds on an income basis. 

The accompanying tabulation 
lists a selection of 15 guaranteed 
rail stocks currently selling to 
yield from approximately 4.1 per 
cent to as high as 6.1 per cent. 
Among this group, a few of the 
more outstanding issues are: Al- 
legheny & Western Railway, yield- 
ing about 5.5 per cent on the basis 
of current asked price; Beech 
Creek Railroad with a yield of 
4.5 per cent at current price 
around 44; Canada Southern Rail- 
road, currently priced around 64, 
to yield 4.6 per cent, and the Pitts- 
burgh, Ft. Wayne & Chicago Rail- 
way, preferred, priced around 167 
to yield 4.1 per cent. —END 
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compared with the 1953 figure of 
$2.65 per share after giving effect 
to a 50% stock dividend paid in 
1954. Total operating revenues 
reached a new high of $174 mil- 
lion of which $142 million were 
from telephone operations and 
$32 million were from manufac- 
turing, supply and directory busi- 
ness. General Telephone System 
has budgeted a record $78 million 
for expansion this year, and by 
the second quarter of 1955 will 
have a total plant investment of 
more than $500 million. This is an 
increase of $230 million or almost 
120% in less than five years. 


THE 





fication plans to broaden actiy). 
ties offers to purchase the entire 
assets of Continental-Diamond 





Fibre Co., by an exchange of stock f 
Hits su 
; panle 


on a share-for-share basis. Acqui. 
sition of the latter company, 
producer of plastic laminates 
fibre, industria] tape, molded plas. 
tic goods and mica _ insulation 
would, in the opinion of Budd offt. 
cials, give their company a well 
established position in a new field, 


Remington Rand, Inc., showing 
95 cents a share earned in the 
Dec. 31, 1954, quarter, compared 
with 53 cents in the like 1953 
period brought net for the first 
nine months of the current fiscal 
year ending next March 31, to 
$2.19 a share. This is an all-time 
record high and compares with 
$1.57 a share for the first nine 
months of the preceding year. 


Alpha Portland Cement Co., has 
voted a three-for-one stock split. 
The proposal will be voted upon 
by stockholders at the annual 
meeting scheduled for April 21. 
If ratified by a two-thirds vote of 
stockholders, the board of direc- 
tors plans to issue three shares of 
new $10 par stock for each share 
of no par stock now held. In com- 
mon with the other leading ce- 
ment producers, this company 
faces a long period of great 
activity. 


U. S. Gypsum Co., established 
new peaks in voth sales and earn- 
ings in 1954. Sales totaling almost 
$217 million, surpassed the previ- 
ous year’s $194.5 million and vro- 
duced net profits of $32.3 million. 
This was equal to $19.89 a com- 
mon share, as compared with 
$11.88 a share for 1953 on net 
profits of $19.5 million, the in- 
crease in last year’s net represent- 
ing a gain of 65.5 per cent over 
1953. Following closely on this re- 
port of 1954 results, directors in- 
creased the regular quarterly divi- 
dend on the common stock to $1.50 
from $1.00 quarterly maintained 
through 1954 with payments in 
that year being augmented by two 
special distributions totaling $6 a 
share. The company reports that 
shipments to date in the current 
year are at a higher level than was 
recorded in the final 1954 quarter. 
If this rate is maintained through 
most of the remaining months of 
the year, Gypsum should have no 
great difficulty in matching 1955 
earnings with those of 1954. 
MAGAZINE STREET 
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Burlington Industries, Inc., is 
the new corporate title of Burling- 
‘ion Mills Corp., and regarded as 
‘being more descriptive of the com- 

ny’s expanded activities through 
‘its subsidiary and affiliated com- 
‘panies which include Pacific Mills, 
Peerless Woolens, and Goodall 


‘Sanford. The company, however, 
‘will continue to operate a princi- 


pal division, producing fabrics 
and yarns from synthetic fibers, as 


‘Burlington Mills. Burlington, un- 
‘der its new corporate name, ap- 


pears to have gotten off to a good 
start. For the December, 1954, 
quarter, consolidated sales and 
earnings increased 54.1 and 95.5 
per cent respectively from the cor- 
responding 1953 levels, net earn- 
ings amounting to 53 cents a share 
for the common stock. This com- 
pares with 26 cents earned a year 
ago. The improved immediate out- 
look for all of the textile industry 
augurs well for Burlington and 
this is reflected in relatively strong 
tone for its shares currently sell- 
ing around 19 as compared with 
a 1954 low of 1034. —END 





For Profit and Income 
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terms of success in exploitation 
of new projecting techniques or 
of “hit” pictures turned out or 
both, two of the best are Twenti- 
eth Century-Fox and Columbia 
Pictures. But pretty much the 
whole industry seems to be on its 
way out of the long period of 
depression and dejection. As in 
every field of entertainment, im- 
aginative showmanship will al- 
Ways pay off. 


Rails 

Among rail stocks which are 
currently performing well and 
capable of working higher on any 
extension of the bull trend are: 
Atchison, Illinois Central, Louis- 
ville & Nashville, Northern Paci- 
fic, Baltimore & Ohio, Great Nor- 
thern, Nickel Plate, Southern Pa- 
cific and New York Central. 


Five Percenters 

Somewhere around 5%, or a 
little more, is about the best you 
can do on conservative safe-divi- 
dend stocks these days. Here are 
a few selections: American Tele- 
phone 5.1% ; Melville Shoe 5.6% ; 
Pacific Lighting 5.1%; Reynolds 
Tobacco 5.9%; Kresge 5%; and 
Union Tank Car 5.4%. —END 
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quarter of the 1954 fiscal year. 

Bendix production for the avi- 
ation industry in 1954 amounted 
to $416 million or 69% of total 
sales volume. 

Over-all distribution of the 
three principal categories of prod- 
ucts — aircraft, automotive and 
miscellaneous, including indus- 
trial, consumer and some military 
items—changed somewhat due to 
the decrease in automotive out- 
put by approximately 11% and 
the slightly lower industrial vol- 
ume. 

A lower rate of incoming de- 
fense orders and “shorter lived 
time” was reflected in a reduction 
of the backlog of unfilled orders 
which totaled $497 million on 
September 30, 1954, against $686 
million a year earlier. 

Stockholders’ equity at the end 
of the corporation’s 25th year at 
September 30, 1954 was $66.64 
a share, compared with $60.56 a 
year earlier. 

Stockholders, at their annual 
meeting on February 23, voted ap- 
proval of the 2-for-1 stock split. 
An initial dividend of 50 cents on 
the new shares has been declared 
payable March 31, to stock of rec- 
ord March 4. 

For the first time in several 
years, plant expansion was prin- 
cipally financed by amounts set 
aside for depreciation for wear 
and tear, while retained earn- 
ings after dividends, together 
with funds derived from reduc- 
tion of inventories and accounts 
receivable, were used to reduce 
large bank loans and progress 
payments from customers, and to 
strengthen the corporation’s cash 
position. 

Bendix is one of the important 
companies in the aviation field 
because through the years it has 
developed functional components, 
aircraft navigation and _ traffic 
control systems, military and civ- 
ilian radar installations, and all 
forms of communications re- 
quired for the safe and reliable 
operaton of the airplane. 

The company continues to pro- 
duce many of the basic units that 
go into all kinds of airplanes, such 
as starters, generators, carbure- 
tors, filters, ignition systems, and 


(Please turn to page 732) 





CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 

declared the following dividends: 
41% % PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable April 1, 1955, to 
holders of record at the close of busi- 
ness March 7, 1955. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1955, to holders 
of record at the close of business 
March 7, 1955 

COMMON STOCK 
12% cents per share payable March 
24, 1955, to holders of record at the 
close of business March 7, 1955. 


R. O. GILBERT 


Secretary 


February 23, 1955. 











Pullman 
Incorporated 


89th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 
and predecessor companies 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on March 14, 
1955 to stockholders of record 
February 28, 1955. 


CHAMP CARRY 


President 


= 

















NATIONAL STEEL 
LR\ Corporation 


101st Consecutive 
Dividend 


meeting on February 11, 1955 
declared a quarterly dividend o 


payable March 14, 1955, to 


25, 1955. 
Paut E. SHROADS 















The Board of Directors at a 
seventy-five cents per share on 
the capital stock, which will be 


stockholders of record February 


Vice President & Treasurer 











C—O 
The ARO EQUIPMENT CORP. 


Bryan, Ohio 


Quarterly 
Dividend Notice 


The Board of Directors has 
declared a quarterly dividend of 
30c per share in cash on com- 
mon stock, payable April 15, 
1955 to shareholders of record 
at the close of business on 


March 23, 1955. 


L. L. HAWK 


Sec.-Treas. 


February 15, 1955 
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DIVIDEND NUMBER 43 


Interlake Iron Corporation has 
declared a dividend of 30 cents 
per share on its common stock 
payable March 31, 1955, to 
stockholders of record at the close 
of business March 15, 1955. 


A Va Vice Pres, & Treas. 

\ INTERLAKE 
ye IRON 

ae (CORPORATION 


ali CLEVELAND, OHIO 























DE SOTO 
CHRYSLER 





TOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the 
outstanding common stock, payable 
March 12, 1955 to stockholders 
of record at the close of business 
February 21, 1955. 


N.CHOLAS KELLEY, Jr., 
Secretary 

















LOEW'S INCORPORATED 


February 16, 1955 


~3 The Board of Directors has declared 
-*t{ a quarterly dividend of 25¢ per 
4 share on the outstanding Common 


Stock of the Company, payable on 

March 31, 1955, to stockholders of rec- 

ord at the close of business on March 15, 
1955. Checks will be mailed. 

CHARLES C. MOSKOWITZ 

Vice Pres. & Treasurer 
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flight and navigation instruments, 
oxygen supply equipment, land- 
ing gear, many kinds of electrical 
and hydraulic actuating and con- 
trol devices, and radio communi- 
cation systems. 

Sale of the corporation’s prod- 
ucts in the automotive industry in 
1954 totaled $88 million. New 
types of automotive products 
which the company has concen- 
trated on are power brakes and 
power steering equipment. 

A number of Bendix activities 
in the miscellaneous portion of its 
business are associated with the 
advancing electronic development. 
As for example, the corporation’s 
line of television receivers and 
mobile radio, its complete line of 
electronic products in use in both 
commercial and pleasure boat 
field, meteorological measuring 
and recording equipment, and 
electronic viscosity measuring in- 
struments, and other devices. 

Prospects over coming months 
continue favorable. 


Gillette Company 

“I am interested in a fair return on 
an investment and also where earnings 
are on a rising trend. Would you please 
supply recent data on Gillette Co.?” 

T. P., St. Petersburg, Fla. 

Net profits of Gillette Company 
for 1954 were $26,138,101, an in- 
crease of $7,305,862 over 1953. 

This amounted to $5.54 per 
share of common outstanding in 
1954, compared with $4.36 per 
share in 1953. The shares of com- 
mon stock outstanding at the close 
of 1954 were 4,601,224 as com- 
pare with 3,997,538 shares out- 
standing in 1958. 

Net sales were $162,188,669 in 
1954, an increase of $21,349,589 
over the previous year. 

Dividends of $16,833,297 de- 
clared for 1954 compared with 
$12,896,890 declared in 1953. Di- 
vidends including extras totalled 
$3.50 a share in 1954 and 75¢ 
was paid in the first quarter of 
the current year. 

The percentage increases for 
1954 over 1953 are: Net profits, 
39%; dividends declared, 31%; 
net sales, 15%; net profits per 
share outstanding, 27% ; common 
stock outstanding, 15%. $1,665,- 
090 was paid to retire the shares 
of preference stock not converted 
into common stock, and payment 
of $654,343 was made for divi- 


THE 





dends on preference stock befoy 
the retirement of that entire issy, 


of stock. According to the pref 


dent of the company, “the sam 
level of net earnings after taxy 
would, therefore, another year 


equivalent to $5.68 per share of e 


common stock.” 

Foreign sales of Gillette subsi¢. 
iaries were the highest in history, 
and earnings of major company 
components (Gillette Safety R:. 
zor Division, the Toni Division, 
Eastern Hemisphere subsidiarie 
and Western Hemisphere subsii. 
aries) all surpassed 1953. Com. 
pany earnings were derived 57% 
from operations in the Unite 
States and Canada and 43% fron 
foreign operations. 

A new Canadian plant will be 
constructed in 1955, and a sub 
stantial expansion is planned for 
the English subsidiary in 1955 
and 1956. With these develop. 
ments and the purchase early in 
1955 of a hitherto leased plant of 
the Toni Division in St. Paul, all 
manufacturing divisions and sub- 
sidiaries will own and _ occupy 
well - maintained buildings with 
modern and efficient production 
facilities adequate to take care of 
production requirements for the 
immediate future. Expenditures 
for these improvements during 
the next two years are expected 
to exceed depreciation allowances 
during the period by approxi- 
mately $6 million. Prospects over 
— months continue favor- 
able. 


West Penn Electric Company 

“I am interested in an investment in 
a utility company operating in a growth 
territory. Does West Penn Electric op- 
erate in a section that has growth pros- 
pects? And what are the dividend 
payments?” M. J., Harrisburg, Pa. 

West Penn Electric is a holding 
company, serving a population of 
about 2,386,000 in Pennsylvania, 
West Virginia and Maryland. This 
territory enjoys broad industry 
diversification which is a favor- 
able long-term growth factor. The 
highly efficient new power plants 
will permit good cost control. 

Consolidated earnings of the 
company’s system for 1954 will be 
slightly in excess of the recently 
published interim earnings of 
$3.71 per share on the 4,224,000 
shares of outstanding common 
stock of the company. System 
earnings for 1953 on the same 
amount of stock were $3.43 per 
share. 

The company’s improved earn- 

(Please turn to page 734) 
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163% PROFIT IN 101, MONTHS 























ON GENERAL DYNAMICS 























































































































































































































































































































































































































































































































A SOUND PROGRAM FOR 1955 
For Protection — Income — Profit 


there is no service more practical... more 
definite...more devoted to your interests 
than The Forecast. It will bring you weekly: 


Three Investment Programs to meet your 
various aims...with definite advices of 
what and when to buy and when fo sell. 


Program I1—Top grade stocks for security and 
assured income with excellent appre- 
ciation potentials. 


Program 2—Special dynamic situations for substan- 
tial capital gains with large dividend 
payments. 


Program 3—Low-priced stocks for large percent- 
age growth. 


Projects the Market... Advises What Action to Take 
...Presents and interprets movements by industry 
of 46 leading groups comprising our broad Stock 
Index. 


Supply-Demand Barometer... plus Pertinent Charts 
depicting our 300 Common Stock Index, 100 High- 
Priced Stocks, 100 Low-Priced Stocks; also Dow- 
Jones Industrials and Rails from 1940 to date. 

Dow Theory Interpretation...tells whether major 
and intermediate trends are up or down. 
Essential Information for Subscribers... up-to-date 
data, earnings and dividend records on securities 
recommended. 


Telegraphic Service... !f you desire we will wire 
you in anticipation of important market turns. 
Washington Letter—Ahead-of-the-News Interpreta- 
tions of the significance of Political and Legislative 
Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 








your check 
«riptions to The Forecast are 
deductible for tax purposes. 





Wal Coupon 
Joday. 
Special Offer 


is received. Sub- 


WH ecccccccvcccccsccccosovese 


MARCH 5, 1955 





fr Coeccccccce 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J $75 for 6 months’ subscription: [] $125 for a year’s subscription. 


Address ... 


MONTHS’ 
SERVICE $75 Air Mail: 
MONTHS’ $125 ar si. 
SERVICE —— 
Complete service will start at 
once but date as officially be- . 
snning one month from the day City...... 


Your subscription shall not be assigned at 
any time without your consent. 


PYYTTTTITITITITI TIT 


(1) $1.00 six months: [] $2.00 
one year in U. S. and Canada. 

Delivery: 0 
(0 $10.40 one year. 







Last April we advised all subscribers to buy General Dynamics 
at 43. Now it is selling at 11314 — showing 163% profit. On 
January 28, a 100% stock and increased cash dividend were 
announced — so the yield is over 10% on our buying price. 


This Forecast selection may eventually equal our recom- 
mendation of Boeing in December, 1953 at 46 (to yield 7.67%). 
In May it was split 2-for-1, marking subscribers’ cost to 23. 
It is now at 834%... over 264% profit. 

Southern Railway — recommended at 61 — was split 2-for-1 
— cutting our buying price to 3014. It is currently at 80, 
giving subscribers 162% appreciation. On January 25 the 
company increased the dividend to 75c quarterly and declared 
$1 extra. 


PROFITS EXCEED 378 POINTS — INCOME AVERAGES 8.4% 


On all 12 Forecast recommendations now being carried our 
gains exceed 378 points and dividend yield averages 8.4%. 
Subscribers are kept informed on new company develop- 
ments...and we will advise them when to take profits — 
where and when to reinvest. 


ENROLL NOW — GET ALL OUR RECOMMENDATIONS 


The time to act is now —so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities at strategic buying prices. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations at strategic levels. 





SPECIAL OFFER—Includes one month extra FREE SERVICE |@@@@@eeeeoe yy 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 

00 Telegraph me collect in anticipation of 
important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 


$5.20 six months 


ae 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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DIVIDEND NOTICE 


The following dividends 
have been declared by the 
Board of Directors: 


Preferred Stock 

A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable April 1, 1955 
to stockholders of record at 
the close of business on 
March 15, 1955. 


Common Stock 

A quarterly dividend of 
$0.20 per share on the Com- 
mon Stock, payable April 1, 
1955 to stockholders of rec- 
ord at the close of business 

on March 15, 1955. 
Transfer books will not be 
closed. Checks will be 
mailed. Wm. J. WILLIAMS 
Vice-President & Secretary 























Burroughs 


221st CONSECUTIVE CASH DIVIDEND 


A dividend of twenty-five cents ($.25) 
a share has been declared upon the 
stock of BurroucHs Corporation, pay- 
able April 20, 1955 to shareholders 
of record at the close of business 
March 26, 1955. 


Detroit, Michigan, 
February 22, 1955. 


SxHeEtvon F. Hatt, 


Vice President 
and Secretary 














Ad Corporation 
DIVIDEND 

The Board of Directors declared a dividend 
ef 75c per share on the Common Stock 
payable March 11, 1955, to holders of 
record February 28, 1955. 


ROGER HACKNEY, Treasurer 


iter etiam 


eucrs 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 45 cents per share has 
been declared on the Common Stock of said 
Company, payable March 10, 1955, to stock- 
holders of record at three o’clock P.M. on 
February 25, 1955. 


C. H. McHENRY, Secretary 














PROMOTER WANTED 
For Manufacture of sensational Playing Card Game 
Attractive... Colorful... Educational 
Can be used for all card games 
Pinochle, Canasta, Bridge, etc. 
MARKET UNLIMITED. INVENTOR PREPARED TO 
PURCHASE BLOCK OF SHARES. 
Address replies to Magazine of Wall Street, Dept. AC 
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ings and good financial position 
made possible an increase in its 
quarterly dividend in 1954 from 
55 cents to 60 cents per share. The 
stock yields a satisfactory income 
return. 

The company’s revenues from 
residential and commercial cus- 
tomers combined increased during 
1954 about $4 million, which more 
than offset the decline in indus- 
trial revenues due to the recession. 

Operating expenses in 1954 re- 
flect savings from two large new 
generating units totalling 270,000 
KW which were in service during 
part of the year. System taxes in 
1954 benefited from the new In- 
ternal Revenue Code, which elim- 
inates the so-called 2% penalty 
tax in connection with consoli- 
dated Federal income tax returns 
and, for the first time, permits the 
inclusion of all major subsidiaries 
of West Penn Electric in its con- 
solidated Federal income tax re- 
turns. 

The outlook for 1955 is promis- 
ing. A moderate improvement in 
general business activity should 
enable the company to maintain 
earnings around present levels, 
despite higher depreciation 
charges from additional plant and 
a smaller credit for interest dur- 
ing construction caused by a les- 
ser amount of construction work 
scheduled for 1955. 

West Penn Electric gross prop- 
erty additions for 1954 were about 
$37 million, nearly 40% of which 
represent completion of two new 
generating units, which will pro- 
vide for further growth somewhat 
beyond 1955. Because of this, the 
company estimates gross property 
additions this year at avproxi- 
mately $23 million. The 1955 con- 
struction program is expected to 
be fully provided for out of avail- 
able resources without any new 
financing. 

Stockholders voted February 16 
on a proposal to increase author- 
ized common sharees from 5 mil- 
lion no par shares to 12,500,000 
$5 par shares to provide a 2-for-1 
split of 4,224,000 oustanding com- 
mon shares by issuance of one ad- 
ditional share for each share held. 
The increase in authorized shares 
will make additional shares avail- 
able for corporate purposes. The 
split in the stock will facilitate 

(Please turn to page 735) 


THE 


BOOK REVIEWS [39 


American Heritage 
THE MAGAZINE OF HISTORY 




























The second issue of “American Hey, By 
tage,” the Magazine of History, edita The at 
by Bruce Catton, and sponsored by Th the sl 
American Association for State an of hist 
Local History, and The Society ¢ oie? t 
American Historians, include the fg. rat 
lowing articles. The be 

“An Eye-Witness Describes the Hang. art 
ing of John Brown,” by Boyd Stutle. Ect 


“Chateau Builder to Fifth Avenue’ 





by Russell Lynes. ee 
“People of the Long House,” by Pail am ‘th 
W. W. Wallace. wan of 
“James Gordon Bennett: Beneficent - illus 
Rascal,” by Louis M. Starr. Bio 
“The Cult of the Primitives,” by BP ually 
James Thomas Flexner. Thus tl 
“Riding the Circuit with Lincoln,” by study 0: 
Willard King. kive 80¢ 
“Yankee Gunners at Louisbourg,” by Bin to ¢ 
Fairfax Downey. natural 
“How New York Greeted King Lu. subsequ 
wig’s Girl Friend,” by M. M. Marberry, the dis 
“Aide to Four Presidents,” by Vice mineral 
Admiral Wilson Brown, USN, Ret. discuss 
“The Ancient Game of Tongue-Twist. 


ers,” by Duncan Emrich. 
American Heritage $2.95 Fit is 


($12.00 Annually) B tional 
sources 
Montgomery’s Federal Taxes ihe ro 
By BARDES, MAHON McCULLOUGH = 
and RICHARDSON ndera 


In this definitive handbook leading 
accounting practitioners and tax author: F jrq. 
ities clarify and interpret the full im. 
pact of federal taxes under the 1954 
Revenue Code and offer specific counsel 
on the practical decisions that determine 
the tax liability of business organiza- 
tions and individual taxpayers. B: 

Now in its 35th Edition, Montgom- Aga 
ery’s Federal Taxes reflects the experi- 
enced judgment and sound approach of 
a national accounting firm whose prac 
tice crosses the problems of thousands and it 
of businessmen with vital tax interests mera 
at stake. It is expressly designed for Dor 
year-round guidance to owners and 


makes 
alysis 


managers of business enterprises, cor org 
porate executives, investors, and their half 0 
professional advisers. Rast 

Written in campact and understand- : 
able language the material is skillfully J™ re 
condensed and organized for constant perth 
use as a yardstick in determining ques § 27° 
tions of policy, planning, and operation. - e 
To save you time and effort, all tax omn 
factors arising out of a particular busi- § 
ness situation or transaction are dealt cratic 
with in the same place, even where dif- § Mp: 
ferent sections of the Code apply. You predi 
go directly to the answer to your pro = 
lem, without reading long pages of law osk 
and citations. thres 

Constructive tax planning is featured Unio 
throughout the volume, with specific Men 
suggestions offered not only for corpora ajc 
tions and partnerships but also for Part 
individuals seeking to ease the impact Pa 


of personal and estate taxes. For eat 
kind of income and property, each type W 
of deduction, you are alerted to hidden § fran 
advantages or pitfalls among the pos § cern 
sible new economies. In every vital are’ base 
of business planning you are given 4 § then 
“bill of particulars” setting forth the J year 
many opportunities for tax relief. Tesic 


Ronald Press Co. $15.00 § Macy 
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e 
Story — Minerals in World Industry 
ican Heri, By WALTER H. VOSKUIL 
ot a The author, an outstanding authority 
ral ti m the subject, skillfully uses statistics 
achal an nd historical background in leading the 
. th y P der to appreciate modern products 
"he to. Bend practices. ma ; 
the H The book is concerned primarily with 
1 St ae e part played by minerals in economic 
A ue Brroductivity, and in the establishment 
venue, Bind maintenance of a high standard of 
’ by p living. Most important is the emphasis 
°Y aul Bion the role minerals in the develop- 
Senefi ment of a distinctive American culture 
encent®.. illustrated by exceptionally high 
ves,” } sandards of living enjoyed by an un- 
€S, Bisually large percent of the population. 
coln,” h Thus the discussion begins with the 
» YBstudy of iron, as the core of the produc- 


urg.” b tive society based on minerals. It goes 
8 on to consider fuels — coal, petroleum, 

ing Lud natural gas, and “alternative fuels.” In 

’ ae " Fsubsequent chapters, the author describes 

a Vin the distinctive use of each metal and 

Ret ' Bnineral in the productive economy and 

eT ist discusses the relationship of each to iron 
Wist Bas the basic material in a productive 
$2.95 society. 

“0 ® Jt is also concerned with the interna- 
nnually) Ftinal political aspects of mineral re- 
| sources. Thus the initial discussion of 
axes the role of minerals in a productive 
LOUGH §siety lays the foundation for a con- 
sideration in the last two chapters of the 
problems of the United States in its 


leading quest for minerals over a world-wide 
a area, ; 
he. 1954 § McGraw-Hill $5.75 
counsel 
ae The Middle East 

By HALFORD L. HOSKINS 
ont gom- 


expeth Against the background of known 
oak a Soviet objectives, Halford L. Hoskins, 
e prac makes, in his book, a penetrating an- 
oneal alysis of the contemporary Middle East 
teres and its significance for the western de- 
red for  Mocracies. | 
-s and | Dominating the Suez Canal, the main 
»s. cor Battery between Europe and the Far 
Z East, and the center of more than one- 


d theit I half of the world’s oil supply, the Middle 
rstand- § 2ast demands the contsant attention of 
illfully §® anxious western world. Unimpeded 
ynstant § Se of the Canal and access to the huge 
> ques- § Petroleum reserves of the Middle East 
ration. 4%e essential in the struggle against 
ill tax | COmmunist aggression. Of equal con- 
r busi- § ern to the United States and its demo- 
» dealt f ‘Tatic partners is the fact that the 
re dif- § mparative weakness and political un- 
y. You § Predictableness of Middle Eastern states 
> prob- § Makes them vulnerable. The danger, Dr. 
of law § Hoskins points out, lies not alone in the 

threat of open attack by the Soviet 
atured § Union, but also in the unrest stirred by 
pecifie § & militant and growing nationalism. 
rpora ajor sources of friction abound: the 
0 for § Partition of Palestine, the Anglo- 


mpact f Iranian oil dispute, latent Arab nation- 
r each § 4lism, control of the Suez. 

h type § With these issues the author deals 
ridden Ff frankly and without bias, being con- 
e pos: § cerned with realities. His discussion is 
| area J based upon sound knowledge and au- 
ven 4 § thentic judgment, the result of thirty 
h the years’ study supplemented by travel and 
Tesidence in the Middle East. 

315.00 | Macmillan $4.75 
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a wider distribution of the issue 
and render it more readily mar- 
ketable. 


Carborundum Company 

“As a long term subscriber to your 
valued Magazine, I would appreciate 
receiving late earnings data on the Car- 
borundum Corp., please include work- 
ing capital position and the outlook over 
coming months.” 

P. C., Sarasota, Florida 

The Carborundum Company is 
one of the largest world producers 
of manufactured abrasives. Con- 
solidated net income of the com- 
pany and its U.S. and Canadian 
subsidiaries in 1954 was $3,283,- 
704 or $1.92 per share on 1,713,- 
070 shares outstanding at the end 
of the year. This was a 43% de- 
crease from $5,721,553 earned in 
1953 or $3.69 per share on 1,549,- 
935 shares outstanding. Earnings 
declined primarily as a result of 
substantially reduced demand for 
the company’s products and in- 
creased unit costs not offset by in- 
creased selling prices. 

Net sales amounted to $71,898,- 
399 compared with $82,927,005 in 
1953, a decrease of 13%. 

Dividends of $2,395,990 or 
$1.40 per share were paid on the 
common stock in 1954 compared 
with $2,707,446 or $1.75 per share 
in 1953. This was the 33rd consec- 
utive year that dividends have 
been distributed to the company’s 
stockholders. 

Stockholders equity at Decem- 
ber 31, 1954 was 77.8% of total 
assets of $70,611,946 compared 
with 73.5% of total assets of $66,- 
910,391 at the end of 1953, bring- 
ing stockholders equity to $32.05 
per share. 

The company prepaid $1 million 
on its long-term loan. At Decem- 
ber 31, 1954 consolidated long- 
term debt amounted to $9,500,000 
compared with $10,500,000 on De- 
cember 31, 1953. 

During the year net working 
capital increased from $25,406,- 
108 to $27,055,820 and year-end 
inventories totalled $18,350,750 
compared with $17,976,161 at the 
end of 1953. 

Cost of new and improved facil- 
ities was $6,554,746 during 1954. 
The company anticipates demand 
for its production in 1955 to be at 
the same or a slightly higher level 
than in 1954. 

(Please turn to page 736) 





ANACONDA 


DIVIDEND NO. 187 
February 24, 1955 
The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a 
dividend of Seventy-five Cents 
($.75) per share on its capital 
stock of the par value of $50 
per share, payable March 30, 
1955, to stockholders of record 
at the close of business on 
March 7, 1955. 
C. EARLE MORAN 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 

















E. 1. DUPONT DE NEMOURS & COMPANY 


Mecano 


Wilmington, Del., February 21, 1955 


The Board of Directors has declared this 
day regular quarterly dividends of $1 .121/2 
a share on the Preferred Stock—$4.50 
Series and 871/2¢ a share on the Pre- 
j ferred Stock — $3.50 Series, both pay- 
able April 25, 1955, to stockholders of 
record at the close of business on April 
7, 1955; also $1.25 a share on the 
Common Stock as the first quarterly in- 
terim dividend for 1955, payable March 
i} 14, 1955, to stockholders of record at 
the close of business on March 1, 1955. 








P. S. pu PONT, 3RD, Secretary 























For Profitable 1955 Decisions 
The New Year End January issue of 
GRAPHIC STOCKS 


will give you 


1001 CHARTS 


Showing: 


e Monthly Highs and Lows 

e Monthly Volume of Trading 
e Annual Earnings 

© Annual Dividends 

e Latest Capitalizations 

© Stock Splits—Mergers—etc. 


FOR TWELVE FULL YEARS 


(See Charts on pages 706, 707 and 708 of 
this issue of The Magazine of Wall Street) 


To trade wisely you need the January 
1955 edition of GRAPHIC STOCKS which 
shows the amazing changes in the stock 
market in the last few months. Some 
stocks have reached new highs, requiring 
redrawing of many graphs—others have 
moved down offering buying opportunities. 


Complete with DIVIDEND RECORDS 
for the full year of 1954 





ORDER TODAY FOR 
PROMPT DELIVERY 





SINGLE COPY (Spiral Bound)..$10.00 
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Answers to Inquiries 


The Trend of Events 





(Continued from page 735) 


Universal Pictures Company 

“With the improvement in the motion 
picture industry recently, I would be 
interested in finding out how Universal 
Pictures Co. fared. Can you please re- 
port. recent earning data and dividend 
payments?” 

G. J., Chevy Chase, Maryland 

Universal Pictures Company is 
an important motion picture pro- 
ducer and is also a leading dis- 
tributor of British films in the 
United States. Decca Records con- 
trols Universal and an eventual 
merger is expected. Past record 
has reflected the fortunes of the 
motion picture industry. Future 
results depend upon the public’s 
response to the company’s re- 
leases. 

Universal Pictures Company, 
Inc. consolidated net earnings for 
the fiscal year ended October 31, 
1954 were $3,797,688 after pro- 
vision of $5,600,000 for Federal 
taxes on income and $500,000 for 
contingent liabilities and after a 
write-down of investments in the 
amount of $414,812. After divi- 
dends on the preferred stock, such 
consolidated net earnings amount- 
ed to $3.58 per share on the 995,- 
289 shares of common stock in the 
hands of the public at October 30, 
1954. 

For the preceding fiscal year, 
consolidated net earnings were 
$2,616,356 after provision of $3,- 
863,000 for Federal taxes on in- 
come and $500,000 for contingent 
liabilities. After dividends on the 
preferred stock, these consoli- 
dated net earnings were equiva- 
lent to $2.35 per share on the 1,- 
010,411 shares of common stock in 
the hands of the public at October 
31, 1953. 

Film rentals and sales for the 
fiscal year 1954 were $77,887,688 
as compared with $70,490.254 for 
the previous fiscal year. The com- 
panv continued the practice of re- 
flecting in its accounts the opera- 
tions of subsidiaries onerating in 
foreign countries having exchange 
restrictions only to the extent that 
net earnings from such operations 
were realized in U. S. dollars, re- 
gardless of the periods in which 
such net earnings accrued. 

During the calendar year of 
1954 regular quarterly dividends 
of 25 cents ner share and an extra 
dividend of 25 cents per share 
were paid on the common stock, 
equaling a total of $1.25 per 
share. —END 
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price-cutting “discount houses.” 

Recognizing the massive influ- 
ence of price competition under 
the pressure of this newer and 
rapidly growing form of sales 
competition at the retail level, the 
F.T.C. has virtually thrown in the 
sponge. Actually, the F.T.C. is on 
strong grounds in adopting its 
rew and more realistic attitude 
for it is by now evident that 
regardless of how well-intentioned 
the states were with respect to 
preventing cut-throat competition, 
the agency has acted strictly in 
conformity with the basic spirit 
and objectives of our national 
anti-trust laws. From the national 
standpoint, therefore, the F.T.C. 
action should be accepted as a 
logical response to actual condi- 
tions as they exist. 


WHY STATISTICS CAUSE CONFU- 
SION... The sudden large jump 
in the Federal Reserve Board’s 
Index of Industrial Production 
for December to 131 (estimated) 
from the previous month’s 125 
was extraordinarily swift. How- 
ever, unless allowance is made for 
the conspicuously abnormal in- 
crease in automobile production 
during the year-end period, the 
gain in the industrial index is apt 
to be misleading. Actually, no less 
than half the increase was due to 
the specific gain in automotive 
production, and that of directly 
related industries. This would 
mean — except for these indus- 
tries and, in particular, the auto- 
mobile industry — total national 
production has been increasing at 
a much more gradual rate than 
might be indicated through cur- 
sory acceptance of the FRB index. 

Distortions in the index caused 
by rapid shifts of a seasonal na- 
ture —and we have ‘no way of 
knowing to what extent seasonal 
shifts are due to the changing 
habits of the American people — 
should be taken into consideration 
if a truer picture ofthe state of 
the national economy is to be 
cbtained. It is of the utmost im- 
portance at this time, for example, 
to learn whether the current up- 
thrust in production (influenced 
largely by the vast auto output) 
—has been caused by seasonal 
factors or whether it is, in fact, 
a sign that a new and major 
advance to new peak levels is 
about to take place in the national 
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economy. Unfortunately, from th 
available information supplied }y 
government agencies we can hay 
no absolutely correct basis fy 
interpretation. Until we hay 
more experience with the prody. 
tion index as a standard of enf 
nomic measurement, therefore 
it must be admitted that the roon 
for interpretive error will remaiy 
not inconsiberable. —EN) 
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very poor. Production of the so. 
called protective protein foods— 
meat, milk, eggs, and fats —js 
still, according to Khrushchey 
himself, around pre-1914 levels, 

The situation is not much bet. 
ter in the satellite countries. Asa 
result of over-hasty industrializa. 
tion and the urbanization that fol- 
lowed, Hungary and Rumania— 
the traditional granaries of the 
Danubian Basin—are now unable 
to feed themselves. The collecti- 
vized peasants have fled the 
farms, and both Budapest and 
Bucharest are slamming the doors 
of colleges and universities to 
force young people back to the 
land. 

Compared with most of the 
Free World countries, the Soviet 
Union and east-European Satel- 
lites, not to mention Red China, 
are extremely poor. They may 
have been successful in building 
steel mills and keeping up the 
arms race, but this has been at 
the expense of the standard of liv- 
ing of their people. Like the rest 
of the world, they are now faced 
with population pressure. 

After Stalin’s death Khrush- 
chev himself was charged with 
increasing food production to keep 
the people quiet while different 
Kremlin cliques secretly struggled 
for power. But the results have 
been utterly disappointing, as the 
widening spread between the free 
market prices and official prices 
indicates. With uncertain rainfall 
and with a cold northern climate, 
Russia is at best only a marginal 
producer of food. The problem of 
feeding the rapidly growing w- 
ban population remains as acute 
as ever. Thus food production is 
bound to remain, as it has always 
been ,the Achilles’ heel of the So- 
viet economy. And as long as this 
situation remains what it is, the 
Soviet leaders are bound to think 
twice before taking an overt step. 

—END 
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CONDENSED INCOME STATEMENT 


PANES 5525 0 core oars inasds Seve ve ee eee An ca 
Total Income 


Cost of Goods Sold, Selling, General, and 
t 


Administrative Expenses. . 
Depreciation and Amortization 
Interest on Promissory Notes 
Net Income Before Federal Income Taxes and Renevotiation. .. . 
Provision for Federal Income Taxes and Renegotiation. ....... 
Net Inceme. . 
Net Inceme per Share 
Dividends Paid 


Assets 


Mota acurnent Assets...< << 5s. «264 cx ems wa cokes 


Fixed Assets After Accumulated Depreciation and Amortization 


Investments in Affiliates and Foreign Subsidiaries 
en ee ene eee 
Patents, Trade-Marks, and Goodwill 


Liabilities 

Total Current Liabilities . 

2.70% Promissory Notes... ..... 
3.75% Promissory Notes........... 


Capital Stock— 
28,388,894 shares (28,320,919 shares in 1953) 

563,900 shares (631,875 shares in 1953) held by the 
Corporation as collateral under the Stock Pur- 
chase Plan for Employees.............:.+- 

98,952,794 shares 


Less present amount of Agreements... ...... 


1954 
$923,693,379 
946,174,299 


668,418,442 
93,712,849 
11,913,750 

172,129,258 
82,349,987 
89,779,271 

3.10 
72,381,985 


CONDENSED BALANCE SHEET 


$553,594,053 
675,518,610 
15,862,794 
6,660,502 

l 


1953 
$1,025,833,041 
1,048,157,344 


5,917,083 
227,759,901 
124,976,459 
102,783,442 

3.00 


72,235,535 


$510,399,171 
658,392,229 
15,699,522 
6,101,408 

] 





$1,251,635,960 


$1,190,592,331 








$156,946,120 
120,000,000 
300.000,000 


212,662,021 


23,775,439 


$207,130,929 
130,000,000 
200,000,000 
6,381,098 


210,173,350 


26,264,110 





236,437,460 
23,419,484 





236,437,460 
25,966,255 





213,017,976 





210,471,205 





461,671,864 


436,609,099 





$1,251,635,960 


$1,190,592,331 














*Copies of the complete 1954 Annual Report of Union Carbide and 
Carbon Corporation will be furnished on request. Included with the 
report is an illustrated booklet that describes the Corporation’s products 
—Alloys, Carbons. Gases, Chemicals, and Plastics—and how they 
are produced from nature’s raw materials. For copies of the report 
and booklet, please write to the Secretary, Union Carbide and 


Carbon Corporation, 30 East 42nd Street, New York 17, N. Y. 





UCC’s Trade-marked Products include 
Dynel Textile Fibers + Pyrorax Gas  ¢ ACHESON Electrodes « 
LINDE Silicones « PRESTONE Anti-Freeze 
HAyYNeEs STELLITE Alloys 





LinDE Oxyvef 
NATIONAL Carbon 
Prest-O-LivE Acetyleng 


BAKELITE, VINYLITE, and KRENE Plastics 
Evere apy Flashlights and Batteries « UNton Carbide « 
SynTHETIC ORGANIC CHEMICALS = ¢ ~~ ELEcTROMET Alloys and Metals — « 








